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APPLICANTS' PETITION FOR DETERMINATION THAT „..pp.p-
SECnRTTTFS TERMS ARE JUST AND ^^ASONABLS^^^^^pg^^^^^^ ̂ ^^^^ 

The primary A p p l i c a n t s , Union P a c i f i c Corporation 

("UPC"), ;;:i'-in P a c i f i c R a i l r o a d Company ("UPRR"), Southern 

P a c i f i c R a i l Corporation ("SPR"), Southern P a c i f i c 

T r a n s p o r t a t i o n Company ("SPT") and " t . Louis Southwestern 

Railway Company ("SSW")- hereby submit t h i s p e t i t J o n f o r a 

de t e r m i n a t i o n t h a t the term' of the propcsed merger of SSW 

i n t o SSW Merger Corp., a d i r e c t wholly-own'id s u b s i d i a r y of SPT 

and i n s p e c i f i c , the $6,800-per-share p r i c e t o be paid t o 

the f o n r shareholders who own the 4/100 of 1% of SSW's comr,.jn 

stock t h a t i s p u b l i c l y held (61 shares out of 173,300 common 

shares) -- are j u s t and reasonable.-' 

On January 1, 1997, Applicant M i s s o u r i P a c i f i c R a i l r o a d 
Company ("MPRR") merged i n t o A pplicant UPRR. On June 30, 
1997, A p p l i c a n t SPCSL Corp. ("SPCSL") and A p p l i c a n t The Denver 
and Rio Grande Western R a i l r o a d Company ("DRGW") merged i n t o 
A p p l i c a n t UPRR. 

P r i o r t o and independent of the SSW Merger, the e x i s t i n g 
p u b l i c l y h e l d shares of SSW p r e f e r r e d stock wiJ1 be redeemed 

(continued...) 
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This p e t i t i o n i s supported by the v e r i f i e d 

statements of Stephan C. Month, Managing D i r e c t o r , C r e d i t 

Suisse F i r s t Boston Corporation ("CS F i r s t Boston"), attached 

as E x h i b i t A hereto, and Joseph E. O'Connor, J r . , Vice 

President and C o n t r o l l e r , Union P a c i f i c Corporation, attached 

as E x h i b i t B hereto. 

BACKGROUND 

The Board a u t h o r i z e d common c o n t r o l and merger of 

the r a i l c a r r i e r s c o n t r o l l e d by UPC and SPR i n Decision No. 44 

i n Finance Docket Nc. 32760, served August 12, 1996. The 

A p p l i c a n t s consummated the UP/SP c o n t r o l t r a n s a c t i o n on 

September 11, 1996, when SPR was merged w i t h and i n t o UP 

Holding Company, Inc., a d i r e c t wholly-owned s u b s i d i a r y of 

UPC. 

I n t h e i r a p p l i c a t i o n i n Finance Docket No. 32760, 

the A p p l i c a n t s requested, pursuant t o Schv/abacher v. United 

States, 334 U.S. 182 (1948), t h a t the ICC determine t h a t the 

terms pr o v i d e d i n the merger agreement f o r the purchase of SPR 

common stock were f a i r t o both the stockholders of UPC and the 

sto c k h o l d e r s of SPR. See UP/SP-22, p. 10. Nov. 30, 1995. The 

STB found t h a t the terms were f a i r i n i t s d e c i s i o n approving 

the merger. See Decision No. 44, pp. 177-78. 

- (. . .cont inued) 
at par value pursuant t o t h e i r terms, f o l l o w i n g a vote of 
holders as r e q u i r e d by s t a t e law. O'Connor V.S., p. 1 n . l 



I n the a p p l i c a t i o n , the A p p l i c a n t s e x p l a i n e d t h a t 

they intended t o merge a l l of SPR's r a i l s u b s i d i a r i e s , SPT, 

SSW, SPCSL and DRGW, i n t o UPRR.- The A p p l i c a n t s noted t h a t 

SSW had a s n a i l number of m i n o r i t y e q u i t y h o l d e r s , but 

i n d i c a t e d t.hat they were not r e q u e s t i n g a f a i r n e s s 

d e t e r m i n a t i o n v;ith respect t o the compensation t h a t might be 

p a i d t c SSW s e c u r i t y h o l d e r s i n the event of a merger of SSW 

i n t o another member of the UP/SP corporate f a m i l y because tax 

and o t h e r c o n s i d e r a t i o n s , i n c l u d i n g the existence of FRA 

redeemable preference shares, needed t o be r e s o l v e d before i t 

c o u l d be determined whether such a merger would occur, and i f 

so on what terms.- The A p p l i c a n t s s t a t e d t h a t , should they 

l a t e r decide t o c a r r y out such a merger, they would e i t h e r 

request a f i n d i n g from tha Board regarding the f a i r n e s s of the 

terms, or request a d e c l a r a t o r y order t h a t no such f i n d i n g was 

r e q u i r e d . See UP/SP-22, pp. 9-10, Nov. 30, 1995. The Board 

acknowledged the A p p l i c a n t s ' i n t e n t i o n s w i t h respect t o the 

SPR r a i l s u b s i d i a r i e s , i n c l u d i n g SSW, i n both the d e c i s i o n 

a c c e p t i n g the merger a p p l i c a t i o n and the d e c i s i o n approving 

The A p p l i c a n t s noted t h a t these s u b s i d i a r i e s might r e t a i n 
t h e i r separate existence f o r a p e r i o d of time, and tha* i t was 
p o s s i b l e t h a t , i n l i e u of rierger i n t o UPRR, some or a l l c f the 
r a i l s u b s i d i a r i e s might be merged i n t o , or t h e i r assets leased 
t o , MPRR, or t h a t other means might be used t o accomplish 
t h e i r c o n s o l i d a t i o n i n t o the merged system. UP/SP-22, Nov. 
30, 1995, p. 2. 

-'' A p p l i c a n t s have reached -m agreement w i t h FRA r e g a r d i n g 
the t r e a t m e n t of the FRA preference shares, which w i l l remain 
i n e x i s t e n c e as o b l i g a t i o n s of the merged company. O'Connor 
V.S. , p. 1 n . l . 



common c o n t r o l . See UP/SP, Decision No. 9, served Dec. 27, 

1995, p. 6 n . l 3 , & Decision No. 44, served Aug. 12, 1996, p. 8 

n.6.^'' 

A p p l i c a n t s have already merged SPCSL and DRGW i n t o 

UPRR, and they have nov; determined t h a t i t would be b e n e f i c i a l 

t o merge SSW i n t o UPRR. The merger of SSW i n t o SSW Merger 

Corp. (the "SSW Merger") i s an int e r m e d i a t e step i n t h i s 

process. The mergers of the SP r a i l c a r r i e r s and UPRR, 

concluding w i t h a merger between SPT and UPRR, w i l l f a c _ l i t a t e 

the achievement of the b e n e f i t s of the UP/SP merger by 

a l l o w i n g UF/SP customers t o enjoy the f u l l b e n e f i t s of s i n g l e -

l i n e and single-system s e r v i c e , and by a l l o w i n g UP/SP t o take 

advantage of a d m i n i s t r a t i v e e f f i c i e n c i e s of o p e r a t i n g as a 

s i n g l e company. The SSW Merger i s the next step i n t h i s 

o v e r a l l p l a n . O'Connor V.S., p. 1.-'' 

As a r e s u l t of the mergers of the SP r a i l c a r r i e r s 

and UPRR, customers w i l l be able t o deal w i t h UP/SP as a 

s i n g l e r a i l r o a d . U n t i l the separate companies are merged, 

UP/SF must a l l o c a t e revenues and costs t o ecch UP/SP 

s u b s i d i a r y because i t must prepare and r e p o r t f i n a n c i a l 

A p p l i c a n t s thus bt.^.ueve t h a t nc a d d i t i o n a l approval or 
exemption i s r e q u i r e d f o r the proposed SSW Merger t o take 
place. As described below, t h i s i s the same process t h a t 
occurred i n -connection w i t h the approval of Union P a c i f i c 
c o n t r o l of Chicago and North Western, f o l l o w e d l a t e r by the 
merger of the two companies. 

- The merger of MPRR i n t o UPRR was also a p a r t of t h i s 
process. The corporate r e s t r u c t u r i n g of the UP/SP system w i l l 
be completed i n February 199 9 w i t h the merger of UPRR and SP'̂ . 



r e s u l t s f o r each company. As a r e s u l t of the need t o m a i n t a i n 

the d i s t i n c t i o n betwee.-n s u b s i d i a r i e s , shippers u s i n g the UP/SP 

system are r e q u i r e d t o s p e c i f y which UP/SP s u b s i d i a r y w i l l 

handle each p a r t of a movement. And shippers r e c e i v e p r i c e 

quotas and b i l l i n g statements t h a t r e f l e c t the p a r t i c u l a r 

r o u t i n g . A f t e r the mergers, t h i s process w i l l be d r a m a t i c a l l y 

s i m p l i f i e d . For example, a customer s h i p p i n g f r e i g h t from 

Chicago t o Phoenix w i l l no longer need t o s p e c i f y a r o u t i n g of 

SPCSL-Kansas City-SSW-Santa Rcsa-SP or face p o t e n t i a l delays 

from lack of d e t a i l e d r o u t i n g i n s t r u c t i o n s or m.isrouting. 

Moreover, t h a t customer w i l l no longer receive a complex b i l l 

t h a t d e t a i l s separate pric'^s f c r each UP/SP s u b s i d i a r y f o r 

each p o r t i o n of the r o u t e . O'Connor V.S., p. 2. 

The mergers will also facilitate Lhe achievement of 

important efficiency benefits of the UP/SP merger. UP/SP will 

no longer be required to maintain the recordkeeping systems 

necessary to record costs and revenues associateu with each 

separate company in order to report S'-.eparate financial results 

for each subsidiary -- a process that becomes more difficult 

as UP/SP takes advantage of routing options created by the 

UP/SP merger This benefit is especially relevant to the SS'.' 

Merger, because unless that merger is completed before tae end 

of the fiscal third quarter on September 30, UP/SP will be 

required to go to the considerable time, expense and 

difficulty of preparing financial statements that reflect the 

operations of SSW as a separate en'-.ity. O'Connor V.S., p. 2. 
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THIS PETITION 

By t h i s p e t i t i o n , the Appl i c a n t s are re q u e s t i n g t h a t 

the Board detern ine t h a t the $6,800-per-sha'-.-e p r i c e t o be p a i d 

t o the f o u r p u b l i c SSW shareholders f o r t h e i r 4/100 of 1% 

m.inority ownership i n t e r e s t i n SSW (61 shares out of 173,300 

common shares) as p a r t of the SSW Merger i s j u s t and 

reasonable. Because e f f e c t u a t i o n of the SSW Merger i s one 

important step toward f u l l y r e a l i z i n g the s u b s t a n t i a l s e r v i c e 

and e f f i c i e n c y b e n e f i t s of the UP/SP merger, and because UP/SP 

w i l l i n c u r s i g n i f i c a n t costs i f i t i s unable t o r^om.plete the 

SSW Merger before September 30, A p p l i c a n t s <i>"e r e q u e s t i n g t h a t 

the Beard gi v e t h i s p e t i t i o n expedited c o r i s i d e r a t i o n under the 

mo d i f i e d procedure (49 C.F.R. p t . 1112). A suggested 

procedural schedule i s set f o r t h at pages 13-15 below. 

The present p e t i t i o n i s n e a r l y i d e n t i c a l t o the one 

presented t o the ICC i n connection w i t h the merger of Union 

P a c i f i c and the Chicago and North Western. I n the U:^/CNVi 

proceeding, the a p p l i c a n t s sought, and the ICC granted, 

a u t h o r i t y f o r the common c o n t r o l of UP and CNW before i t was 

known whether UP would increase i t s approximately r-0% stake i n 

CNW or what the terms c f any such s e c u r i t i e s a c q u i s i t i o n would 

be. See Finance Docket No. 32133, Union P a c i f i c Corp.. Union 

P a c i f i c R.R. & Mi s s o u r i P a c i f i c R.R. -- Con t r o l -- Chicago & 

North Western Tranopv-.^, t a t i on Cu. & Chicaqo & ".'Jorth Western Ry . 

("̂ P̂/CNW" ) , Decision served Mar. 7, 1995. I i t h e i r concxul 

a p p l i c a t i o n , JP and CNW had noted t h a t should UP seek t o 



acquire a d d i t i o n a l CNW stock through a means t h a t would 

i n v o l v e the e l i m i n a t i o n of m i n o r i t y shareholders, i t would 

request a f i n d i n g from the Co.-nmission r e g a r d i n g the f a i r n e s s 

of the terms of such t r a n s a c t i o n or a d e c l a r a t o r y oraer t h a t 

no sucii f i n d i n g was r e q u i r e d . See UP/CNW-6, Jan. 29, 1993, p. 

14. A f t e r the Commission issued i t s d e c i s i o n a u t h o r i z i n g 

common c o n t r o l of UP and CNW, UP and CNW d i d agree t o merge, 

and they requested t h a t the Commission e x e r c i s e i t s a u t h o r i t y 

t o make a f i n d i n g t h a t the compensation t o be paid t o CNW 

shareholders was j u s t and reasonable through a supplemental 

d e c i s i o n i n the merger proceeding. See UP/CNW-134, Apr. 4, 

1995, p. 4. The Commission so found. See UP/CNW, Decision 

No. 28 ("UP/CNW Fa i r n e s s " ) , served June 22, 1995, p. 3. 

The s i t u a t i o n here i s e s s e n t i a l l y the same. As 

described above, the UP/SP merger a p p l i c a t i o n contemplated, 

and the Board recognized, the very r e a l p o s s i b i l i t y of a 

subsequent SSW merger and the need f o r a Board f a i r n e s s 

d e t e r m i n a t i o n under those circumstances. See UP/SP-22, pp. 9-

10, Nov. 30, 1995, noted i n Decision No. 9, served Dec. 27, 

1995, p. 6 n . l 3 , & Decision No. 44, served Aug. 12, 1996, p. 8 

n.6. That p o s s i b i l i t y has now come t o pass. 

The Board's a u t h o r i t y -- and indeed o b l i g a t i o n -- t o 

determine whether the s e c u r i t i e s term;3 of a r a i l r o a d c o n t r o l 

t r a n s a c t i o n are j u s t and reasonable i s w e l l - e s t a b l i s h e d . See 

T:P/CNW Fairness, p. 3. The U.S. Supreme Court h e l d i n 

Schwabacher v. United States, 334 U.S. 182, 197-99 (1948), 
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t h a t the Board must decide the f a i r n e s s of the s e c u r i t i e s 

terms of a c o n t r o l t r a n s a c t i o n t h a t f a l l s w i t h i n i t s 

j u r i s d i c t i o n . - Any other remedies t o which s e c u r i t y h o l d e r s 

might otherwise have been e n t i t l e d , such as s t a t e - l a w 

a p p r a i s a l r i g h t s , are pre-empted pursuant t o 4 9 U.S.C. § 

11321(a). Schwabacher, 334 U.S. at 201; N o r f o l k r.- Western Ry. 

V. A IDA, 499 U.S. 117, 130-31 (1991) 

The Schwabacher Court noted t h a t the focus, i n 

det e r m i n i n g whether the s e c u r i t i e s terms of a c o n t r o l 

t r a n s a c t i o n are j u s t and reasonable, i s "t o see t h a t m i n o r i t y 

i n t e r e s t s are p r o t e c t e d . " 334 U.S. at 201. The ICC o f t e n 

See a l s o , e.g.. Finance Docket No. 31035, Merger --
Bal t i m o r e & Ohio R.R. & Chesapeake & Ohio Ry. ("BScO/C&O") , 
Deci s i o n served Mar. 2, 1988, p. 3 ("where the Commission 
ex e r c i s e s i t s j u r i s d i c t i o n t o approve and a u t h o r i z e a r a i l r o a d 
merger, pursuant t o sections 11343-11348. i t has an o b l i g a t i o n 
t o pass upon a l l aspects of the t r a n s a c t i o n r e l a t i n g t o 
c a p i t a l l i a b i l i t i e s " ) . Since the enactment of the Staggers 
Act, t h i s requirement has a p p l i e d only t o t r a n s a c t i o n s t h a t , 
as here, i n v o l v e two c r more Class I c a r r i e r s . See N o r f o l k & 
Western Ry. -- Purchase -- I l l i n o i s Terminal R.R., 3 6 3 I.C.C. 
882, 890-92 (1981). SSW, which has annual c a r r i e r o p e r a t i n g 
revenues exceeding $250 m i l l i o n a f t e r a p p l y i n g the r a i l r o a d 
revenue d e f l a t o r , i s a Class I r a i l r o a d , and SSW Merger Corp. 
i s a wholly-owned s u b s i d i a r y of SPT, also a Class I r a i l r c a d , 
e s t a b l i s h e d f o r the sole purpose of e f f e c t i n g t h i s t r a n s a c t i o n 
and ensuing c o n s o l i d c t i o n s i n the UP/SP corporate f a m i l y i n 
order t o create a s i n g l e r a i l r o a d e n t i t y . 

^' See al s o , e.g., Bruno v. Western P a c i f i c R.R., 498 A. 2d 
171 (Del. Ch. 1985), a f f ' d mem., 508 A.2d 72 (Del. 1986), 
c e r t , denied, 482 U.S. 927 (1987); Altman v. Ce n t r a l of 
Georgia Rv., 488 F.2d 1302 (D.C. C i r . 1973); S u f f i n v. 
PennsylVc-nia R.R. . 276 F. Supp. 549 (D. Del. 1967), a f f ' d , 396 
F.2d 75 (3d C i r . 1968), c e r t , denied, 393 U.S. 1062 (1969); 
Manufacturers L i f e Insurance Co. v. Mis s o u r i P a c i f i c R.R. , 
Civ. No. 91-126-SLR, 1992 U.S. D i s t . LEXIS 19612 (L. Del. Dec. 
10, 1992) . 
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made t h i s same p o i n t . See, e.g., UP/SP, De c i s i - n No. 44, p. 

177 ("The ' j u s t and reasonable' standard r e q u i r e s , among other 

t h i n g s , t h a t we determine, i n an a p p r o p r i a t e case, t h a t the 

t r a n s a c t i o n i s j u s t and reasonable w i t h respect t o m i n o r i t y 

s t o c k h o l d e r s . " ) ; Union P a c i f i c Corp., P a c i f i c R a i l System. 

Inc . . & Union P a c i f i c R.R. -- C o n t r o l -- M i s s o u r i P a c i f i c 

Corp. 6. M i s s o u r i P a c i f i c R.R. ("UP/MP/WP") . 366 I.C.C. 462, 

63 5 (1932), a f f ' d i n r e l e v a n t p a r t sub nom. Southern P a c i f i c 

T r a n s p o r t a t i o n Co. v. ICC, 736 F.2d 708, 725-27 (D.C. C i r . 

1984), c e r t , denied, 469 U.S. 1208 (1985) ("In a p p r a i s i n g any 

t r a n s a c t i o n affect.'.ng the r i g h t s of stockholders, i t i s 

incumbent upon us to see t h a t the i n t e r e s t s of t ' e m i n o r i t y 

s t o c k h o l d e r s are p r o t e c t e d and t h a t the o v e r a l l proposal i s 

j u s t and reasonable t o tnose stockholders . . . . " ) ; Union 

P a c i f i c Corp., Union P a c i f i c R.R. U M i s s o u r i P a c i f i c R.R. --

C o n t r o l -- Missouri-Kansas-Texas R.R. ("UP/MKT"), 4 I.C.C.2d 

40 9, 515-16 (1988), p e t i t i o n f o r r e v i eM dismissed sub nom. 

RLEA V• ICC. 883 F.2d 1079 (D.C. C i r . 1989); M i s s o u r i P a c i f i c 

R.R. -- Merger -- M i s s o u r i P a c i f i c R.R. ("MP Merger"). 360 

I.C.C. 6, 16 (1978) . 

I t has a l s o r e p e a t e dly been emphasized t h a t 

Schwabacher stands f o r the p r o p o s i t i o n t h a t the e x i stence of 

m i n o r i t y shareholders who may p r e f e r t o "hold out" r a t h e r than 

exchange t h e i r shares t o r the o f f e r e d p r i c e does not e n t i t l e 

them t o any premium. E.g.. MP Merger, 360 I.C.C. at 30; F r i e d 

V. U n ited States, 212 F. Supp. 886, 890 (S.D.N.Y. 1962) 



- 10 -

(three-judge c o u r t ) , a f f ' g E r i e R.R. Merger. Delaware. 

Lackawanna & Western R.R. ("Erie Lackawanna"), 312 I.C.C. 185 

(I 9 6 0 ) ; S t o t t V. United States. 166 F. Supp. 851, 859 

(S.D.N.Y. 1958) (three-judge c o u r t ) , a f f ' g L o u i s v i l l e & 

N a s h v i l l e R.R. Merger ("L&N"), 295 I.C.C. 457 (1957). 

Generally, the ICC addressed the issue of whether 

the s e c u r i t i e s terms of a merger or other c o n t r o l t r a n s a c t i o n 

are j u s t and reasonable at the same time as i t determined 

whether the t r a n s a c t i o n i t s e l f i s i n the . u b l i c i n t e r e s t . 

E.g., "P. MF.- WP; UP/MKT; MP Merger. The UP/CNW Fairness 

d e c i s i o n , however, made i t c l e a r the agency would e x e r c i s e i t s 

a u t h o r i t y t c make a j u s t and reasonable d e t e r m i n a t i o n through 

a supplemental d e c i s i o n f o l l o w i n g c o n t r o l approval.-'' 

THE BASIS FOR A JUST AND REASONABLE DETERMINATION 

The f a c t s overwhelmingly support a d e t e r m i n a t i o n 

t h a t the $6,800-per-share purchase p r i c e f o r SSW common stock 

i s j u s t and reasonable. Those f a c t s are set f o r t h a t l e n g t h 

i n the v e r i f i e d statement of Mr. Month. B r i e f l y , the 

f o l l o w i n g are among the key c o n s i d e r a t i o n s : 

• The $6,POO-per-share p r i c e i s at the top end of 

the ran'^'-^ of SSW's est:imated common e q u i t y value, as 

2̂  Cf^, e.g.. Sû ' ^ i n , sujira, 276 F. Supp. at 553 (Commission 
had e x c l u s i v e a u t h o r i t y t o determine whether the terms of an 
exchange of s e c u r i t i e s undertaken, f o l l o w i n g c o n t r o l approval, 
t o s a t i s f y a commission-inposed c o n d i t i o n t o approval were 
j u s t and reasonable). 
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e s t a b l i s h e d i n a v a l u a t i o n a n a l y s i s conducted by CS F i r s t 

Boston. 

• I n developing the per-share p r i c e t o be pa i d t o 

SSW shareholders, UPC received the advice o f , and a w r i t t e n 

v a l u a t i o n from, CS F i r s t Boston. CS F i r s t Boston i s an 

investment banking f i r m w i t h extensive e x p e r t i s e i n the area 

of r a i l r o a d s e c u r i t i e s and an in-depth knowledge of UP/SP 

op e r a t i o n s based on, among other t h i n g s , i t s p r o v i s i o n of 

advice t o UP i n connection w i t h the UP/SP, UP/CNW, UP/MKT and 

UP/MP/WP mergers. See Month V.S., p. 2. CS F i r s t Boston's 

formal v a l u a t i o n l e t t e r t o UPC i s attached t o Mr. Month's 

v e r i f i e d statement. Such analyses and opinions of f i n a n c i a l 

e x p e r t s have re p e a t e d l y been c i t e d by the Board and the 

Commiission as important i n concluding t h a t the s e c u r i t i e s 

terms of a t r a n s a c t i o n are j u s t and reasonable. See, e.g.. 

UP/SP, Decision No. 44, p. 178 (n o t i n g CS F i r s t Boston's 

faarness evidence); UP/CNW, Decision No. 28, p. 3; UP/MKT. 4 

I.C.C.2d at 515-16; UP/MP/WP, 366 I.C.C. at 633-34; N o r f o l k 

Southern Corp. -- Co n t r o l -- N o r f o l k & Western Ry. & Southern 

Ry., 366 I.C.C. 171, 232 (1982); CSX Corp. -- Con t r o l --

Chessie System. Inc.. & Seaboard Coast Line I n d u s t r i e s . I n c . , 

363 I.C.C. 518, 595 (1980), a f f ' d sub nom. Brotherhood of 

Maintenance of Way Employees v. ICC. 698 F.2d 315 (7th C i r . 

19 8 3 ) ; Newrail Co. -- Purchase -- Western P a c i f i c R.R. 

("Newrail"). 354 I.C.C. 885, 901 (1979); I l l i n o i s C e n t r a l Gulf 

R.R. -- A c q u i s i t i o n -- Gulf Mobile & Ohio R.R.. I l l i n o i s 
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Central R.R. ("ICG"), 338 I.C.C. 805, 816 (1971), a f f ' d sub 

nom. Mis s o u r i P a c i f i c R.R. v. United States. 34 6 F. Supp. 1193 

(E.D. Mo. 1972) (three-judge c o u r t ) , & sub nom. Kansas C i t y 

Southern Ry. v. United States. 346 F. Supp. 1211 (W.D. Mo. 

1972) (three-judge c o u r t ) , a f f ' d mem., 409 U.S. 1094 (1973); 

Seaboard A i r Line R.R. -- Merger -- A t l a n t i c Coast Line R.R., 

320 I.C.C. 122, 192, a f f ' d sub nom. F l o r i d a East Coast Rv. v. 

United S-ates. 259 F. Supp. 993 (M.D. Fla. 1966) (three-judge 

c o u r t ; , a f f d mem., 386 U.S. 544 (1967); N o r f o l k & Western Ry. 

Merger, V i r g i n i a n Ry., 307 I.C.C. 401, 429 (1953). 

• As Mr. Month e x p l a i n s i n h i s v e r i f i e d 

statement, CS F i r s t Boston considered, i n a r r i v i n g at i t s 

v a l u a t i o n of SSW stock, a range of p e r t i n e n t f a c t o r s , 

i n c l u d i n g : SSW f i n a n c i a l and o p e r a t i n g data as compared w i t h 

f i n a n c i a l , o p e r a t i n g and stock market i n f o r m a t i o n f o r o t h e r 

companies i n the r a i l r o a d i n d u s t r y ; f i n a n c i a l terms of c e r t a i n 

other t r a n s a c t i o n s t h a t have r e c e n t l y been e f f e c t e d or 

proposed i n the r a i l r o a d i n d u s t r y ; p r o j e c t e d SSW cash f l o w , 

t a k i n g account of the f o r e c a s t synergies of the UP/SP merger; 

and other r e l e v a n t i n f o r m a t i o n , f i n a n c i a l s t u d i e s , analyses, 

i n v e s t i g a t i o n s and f i n a n c i a l , economic and market c r i t e r i a . 

F i r s t Boston also considered the compensation SSW shareholders 

have received i n exchange f o r t h e i r shares i n several o l d e r 

sale t r a n s a c t i o n s . The Board and Commission have found i n 

many past cases t h a t i t i s proper t o analyze j u s t such f a c t o r s 

i n order t o a r r i v e at a conclusion t h a t the s e c u r i t i e s terms 
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of a t r a n s a c t i o n are j u s t and reasonable. See, e.g.. UP/SP, 

Decision No. 44, p. 178; UP/CNW, Decision No. 28, p. 3; 

UP/MKT. 4 I.C.C.2d at 515-16; UP/MP/WP. 366 I.C.C. at 633-38; 

New r a i l . 354 I.C.C. at SOI; ICG, 338 I.C.C. a t 816-17; E r i e 

Lackawanna, 312 I.C.C. at 188; L&N- 295 I.C.C. at 493-500. 

SUGGESTED PROCEDURAL SCHEDULE 

Ap p l i c a n t s would suggest t h a t the Board employ the 

mo d i f i e d procedure (49 C.F.R. p t . 1112) f o r t h i s f o l l o w - o n 

proceeding. The modified procedure has been used i n s i m i l a r 

proceedings, i n c l u d i n g the UP/CNW f a i r n e s s proceeding, and i t s 

use has been upheld by the c o u r t s . Finance Docket No. 29594, 

Kansas C i t y Southern Ry. -- Stock. Decision served Feb. 8, 

1982, p. 1, a f f ' d sub nom. L a i r d v. ICC, 691 F.2d 147, 154-55 

(3d C i r . 1982), c e r t , denied, 461 U.S. 927 (1983). 

A p p l i c a n t s would suggest t h a t , as i n UP/CNW,—' a 

n o t i c e of t h i s proceeding be published i n the Federal 

R e g i s t e r . Federal Register p u b l i c a t i o n i s the standard means 

by which p u b l i c n o t i c e i s normally given of a l l aspects of 

proposed Class I r a i l r o a d c o n t r o l t r a n s a c t i o n s , and i t i s 

cle a r t h a t such p u b l i c a t i o n provides n o t i c e t o a l l i n t e r e s t e d 

persons as a matter of law. See, e.g.. Friends of S i e r r a R.R. 

V. ICC. 881 F.2d 563, 667-68 O t h C i r . 1989), c e r t , denied. 

493 U.S. 1093 (1990); Finance Docket No. 31058. Mendocino 

Coast Ry. -- A c q u i s i t i o n Exemption -- Assets of C a l i f o r n i a 

See 60 Fed. Reg. 21216 (1995) (attached as E x h i b i t C 
h e r e t o ) . 
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Western R.R., Decision served Dec. 28, 1987, p. 5. .Applicants 

are a l s o s e r v i n g a copy of t h i s p e t i t i o n on a l l a c t i v e p a r t i e s 

i n t h i s proceeding and w i l l serve a copy on any known SSW 

shareholders. 

The Federal Register n o t i c e would provide a summary 

of t h i s p e t i t i o n , advise i n t e r e s t e d persons t h a t they c o u l d 

o b t a i n a copy of the f u l l p e t i t i o n from A p p l i c a n t s ' a t t o r n e y s , 

and set f o r t h a schedule f o r w r i t t e n submissions. The 

f o l l o w i n g schedule, which the ICC used i n UP/CNW. appears 

a p p r o p r i a t e : 

3 0 days from Federal 
Register p u b l i c a t i o n 

4 5 days from Federal 
R e g i s t e r p u b l i c a t i o n 
(or such e a r l i e r date 
as they may submit them) 

Submission of w r i t t e n 
comments by any 
i n t e r e s t e d person 

Submission of r e p l y 
by A p p l i c a n t s 

The matter could then be decided promptly t h e r e a f t e r . 

A p p l i c a n t s doubt t h a t there w i l l be any need or 

j u s t i f i c a t i o n f o r appreciable discovery. I f i n t e r e s t e d 

p a r t i e s do appear and seek discovery, A p p l i c a n t s w i l l respond 

expedi t i oii.sl y, attempt t o resolve any d i s p u t e s i n f o r m a l l y , and 

present t o the Board f o r prompt d e c i s i o n any d i s p u t e s t h a t 

cannot be r e s o l v e d i n f o r m a l l y . 

Expedited handling of t h i s matter i s i n keeping w i t h 

the Board's p o l i c y throughout the UP/SP proceeding and 

Congress' mandate t h a t r a i l c o n t r o l t r a n s a c t i o n s are t o be 

handled w i t h o u t unnecessary delay. The SSW Merger i s an 
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important step i n achieving the complete i n t e g r a t i o n of the 

UP/SP system and t.he attendant enhancement of c o m p e t i t i o n .and 

r e d u c t i o n m costs and overheads. Based on a very f u l l r e c o r d 

b u i l t over a year-long p e r i o d , which i n c l u d e d extensive 

evidence concerning the b e n e f i t s of a f u l l i n t e g r a t i o n of the 

r a i l r o a d s , the Board found t h a t the c o n s o l i d a t i o n of these 

r a i l r o a d s i s c l e a r l y m the p u b l i c i n t e r e s t . Moreover, unless 

t h i s matter i s resolved before .September 30, the end of SSW's 

f i s c a l t h i r d q u a r t e r , UP/SP w i l l be r e q u i r e d t o undertake the 

expensive and resource - i n t e n s i v e cask of pr e p a r i n g f i n a n c i a l 

statements t h a t r e f l e c t the op e r a t i o n s of SSW as a separate 

company. O'Connor V.S., p. 2. 

The present m.atter should be brought t o a conc l u s i o n 

e x p e d i t i o u s l y so t h a t there w i l l be no unnecessary delay i n 

ac h i e v i n g the ma.or p u b l i c b e n e f i t s of :he UP/SP combination 

and no unnecessary waste of resources a s s o c i a t e d w i t h the need 

t o m a i n t a i n a formal d i s t i n c t i o n between SSW and other r a i l 

c a r r i e r s t h a t have already been merged i n t o the UP/SP r a i l 

f a m i l y . 
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VERIFIED STATEMENT 

OF 

STEPHAN C. MONTH 

My name is Stephan C. Month. I am a Managing Director in the Mergers and Acquisitions 

depanment of Credit Suisse First Boston Corporation ("CSFB"), located at 11 Madison Avenue, 

New York. New York. I received both a J.D and M.B A. degree from Harvard University in 1986. 

I joined CSFB's Mergers and Acquisitions department in September 1986 and have been 

with CSFB since then, except for the period September 1991 to July 1993 when I was a Vice 

President at Lazard Freres During the past three years, I have been CSFB's account officer for 

railroad mergers and acquisitions. 

I have been personally involved in the following matters involving railroad clients for which 

CSFB has acted as financial advisor: the Union Pacifi': Corporation ("UP")/ Southern Pacific Rail 

Corporation ('SPR") merger; UP's acquisition of Chicago and North Western Transportation 

Company 'CNW"); UP's offer to acquire Santa Fe Pacific Corporation; Kansas City Southern's 

terminate: sale to Illinois Central; various financing and advisory assignments for other railroad 

clients suc.i as CSX and Canadian National; and various railroad privatizations worldwide, 

including the Mexican railroad. 

CSFB IS an internationally recognized investment banking firm that regularly performs 

valuations of businesses and secunties in connection v.'ith mergers and acquisitions, leveraged 

buyouts, negotiated underwritings. competitive biddings, secondary distributions of listed and 

unlisted securities, pnvate placements and valuations for esiate, corporate and other purposes. 

Credit Suisse First Boston's Railroad Industrv Expertise 

CSFB has broad experience in performing financial services for the railroad industry, 

including the following: 

• Lead undenwriter of railroad debt worldwide lead-managing over US$9.1 billion in private 

and public debt from 1982 through 1996. 

• Lead managed $500 million of Notes and Debentures for Union Pacific Corporation in 

January 1996. 

• Structured and lead-managed ihe »..̂ t railrcad medium-term receivables-backed debt 

secunties transaction, raising S200 million for CSX Transportation in 1993. 

• Co-manager on a $225 million common stock offering of Illinois Central; the transaction 

involved dual U.S. and Europem tranches (1992). 
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• Co-manager on $1.6 billion initial public equity offenng of Conrail; the transaction involved 

dual U.S. and European tranches (1988). 

• Provided expert testimony at legal and congressional hearings related to the railroad 

industry. 

• Over the past 15 years, CSFB has been one of the leading investment banks in providing 

merge' and acquisition, financial advisory and valuation services to the railroad industry. 

CSFB's recent investment banking expenence includes assignments involving virtually all 

of the Class I and many regional railroads. We havp v-'orked extensivelv with UP and are 

particularly familiar with UP's financial structure, operations and prospects. The following are 

examples of matters in which CSFB had been or is presently engaged to act as financial advisor 

to UP and other railroad companies: 

• UP: Advised UP on the merger with SPR in a transaction valued at S5.4 billion (1996); 

advised UP on its acquisition of CNV/T in a transaction valued at $2.o billion (1995); 

advised UP in its bid to acqu"e Santa Fe Pacific Corporation in a transaction valued at 

$3.9 billion (1994-1995); advised UP on various assignments involving its interest in 

CNWT (1989); advised UP n its acquisition of the Missoun-Kansas-Texas Railroad for 

S102 million (1980-1982); a. vised UP on its $1.06 billion acquisition of Missoun Pacific 

Corp. (1979-1981). 

• North Carolina Railroad Special Committee (Fending): Advising the North Carolina 

Railroad Special Committee with respect to strategic alternatives for the minority 

shareholders. 

• Ferrocarnles Nacioiiales de Mexico (FNM): Currently advising the Mexico transport 

ministry on fhe pnvatization of the state-owned railroad FNM. The Government of Mexico 

has completed the sale of one concession and has announceo the second of three 

concessions being sold. 

• Kansas City Southern Indus nes: Advised and assisted Kansas City Southern Industries 

in the (1994) proposed spin-off of its financial service division and the merger of Kansas 

City Southern Industry into Illinois Central (terminated). 

• Ma|or Railroads: Advised on stock-split strategies for two major railr,:)ads in 1992-1993. 

• Chryslei Financial Corp.: Advised and assisted in the 1991 sale of Chrysler Rail Leasing 

to GE Capital in a transaction valued at $125 million. 

• CSX Corp.: Advised and assisted in the divestiture of CSX Energy Company (pipeline 

bus.ness) (1983); also advised and assisted CSX in its $1.07 billion acquisition of Texas 

Gas Resources Corp. (1983); and advised and assisted Chessie System in its acquisition 

of the Western Maryland Railway. 
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• Norfolk Sjulhern Corp.: Advised Norfolk Southern in connection with its 1988 acquisition 

of the Wheeling & Lake Erie Rc'ilway. 

• Henley Group, Inc. Acted as advisor to Henley in 1988 on its $9.4 billion attempted 

acquisition of Santa Fe Southern Pacific Corp. 

Credit Suisse First Boston's Assignment and its Valuation of St. Louis Southwestern Railway 

Company 

UP retained CSFB to act as financial advisor with respect to its acquisition of SPR. 

Following the UP/SPR merger, UP requested CSFB to perform certain valuation services with 

respect to the common stock of St. Louis Southwestern Railway Company ("SSW"), an indirect 

subsidiary of UP with a minority ownership interest of 0.04% (61 shares out of 173,300 common 

shares) (the "Minority Shares"). 

CSFB provided to UP a valuaticn letter dated Apnl 14, 1997 as to the estimated common 

equity value of SSW, as o' that date and based upon and subject to certain matters stated in such 

valuation letter. A copy of the valuation letter is attached. 

Credit Suisse First Boston's Analvsis 

In arnving at its valuation, CSFB, among other things, (i) reviewed certain business and 

financial information relating to SSW, including financial forecasts, provided to CSFB by UP, (ii) 

met with the management of UP to discuss the capital structure and business and prospects of 

SSW, (lii) considered certain financial data of SSW and compared tfiose data with similar data for 

publicly held companies in businesses similar lo SSW, (iv) considered, to the extent publicly 

available, the financial terms of certain other transactions which have recently been effected in the 

railroad industry, and (v) considered such other information, financial studies, analyses and 

investigations and financial, economic and market criteria as CSFB deemeo relevant. 

CSFB's valuation was subject to certain assumptions and limitations set forth in the 

valuation letter, and was necessanly based on information available to it and on financial, stock 

market and other conditions and circumstances as they existed and could be evaluated as of the 

date of the valuation letter. 

In prepanng its valuation, CSFB performed a vanety of financial and comparative 

analyses, includin'5 those descnbed below. A valuation is a complex analylic process involving 

various determinations as to the most appropriate and relevant methods of financial analyses and 

the application of those methods to the particular circumstances and, therefore, such valuation is 

not 'eadily susceptible to summary description In prepanng its valuation, CSFB made qualitative 

judgments as to the relevance, significance and weight of each analysis and factor considered. 

The following is a bnef summary of the analyses underlying CSFB's valuation: 
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Comparable Companv Analysis 

CSFB reviewed finarc:::: 2'"^ operating data for SSW and compared those data with 

financial, operating and stock market information for UP and the following selected companies in 

the railroad industry: Burlington Northern Santa Fe Corporation, Consolidated Rail Corporation, 

CSX Corporation. Norfolk Southern Corporation, Canadian National Railway Company, Canadian 

Pacific Limited, Genesee & Wyoming Inc., Illinois Central Corporation, Kansas City Southern 

Industnes Inc., Tranz Rail Holdings Limited, RailTex Inc. and Wisconsin Central Transportation 

Ccrp. (the "Comparable Companies"). Such an analysis of Comparable Companies is not entirely 

a mathematical exercise: it involves complex considerations and judgments concerning a variety 

of factors, including differences in financial and operating charactenstics and other factors of the 

Comparable Companies that could affect the acquisition, public trading or other values of the 

companies being compared. 

CSFB compared equity market values of the Comparable Companies as a multiple of 

each company's net income for the latest available 12 months and estimated for 1997 and 1998. 

We performed a similar analysis companng adjusted market values (defined as equity market 

value plus total debt and preferred stock, less cash and cash equivalents) cf the Comparable 

Companies as a multiple of their revenues, operating cash f'ow and operating income for the 

latest available 12 months and for estimated corresponding results for 1997 and 1998. All 

multiples were based on closing stock prices as of Apnl 8, 1997. This valuation analysis was 

based upon the Comparable Companies' multiples discussed above and incorporates both a 

premium (to reflect similar premiums paid for the purchase of minonty shares in other 

transactions) and an illiquidity discount (to account for the limited trading charactenstics of the 

SSW common stock). This analysis resulted in a SSW equity value range of approximately 

$4,155 to $4,905 per common share or an aggregate value of approximately $253,433 to 

$299,192 for the Minority Shares. 

Comparable Acquisition Analysis 

Using publicly available information, CSFB also analyzed the purchase prices and 

multiples paid or proposed to be paid in selected acquisition transactions in the railroad indus"y, 

including: CSX Corporation, Norfolk Southern Corporation/Consolidated Rail Corporation; 

UP/SPR, UP/CNWT; Burlington Northern Inc./Santa Fe Pacific Corporation; UP/Santa Fe Pacific 

Corporation; Illinois Central Corporation/Kansas City Southern Industnes, Inc. (Railway Division); 

and Kansas City Southern Industries, Inc./MidSouth Corporation (the "Comparable Acquisitions"). 

As with the analysis of Comparable Companies descnbed above, such an analysis of Comparable 

Acquisitions is not entirel; _ mathematical exercise; it also requires complex considerations and 
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judgments concerning a variety of factors, including differences in financial and operating 

characteristics of the companies involved in the transactions that could affect the acquisition, 

public trading or other values of the companies and transactions being compared. 

CSFB compared equity purchase prices in the Comparable Acquisitions as a multiple of 

book value and as a multiple of the latest available 12 months' net income. We also compared 

adjusted purchase prices in the Comparable Acquisitions (defined as equity purchase price plus 

total debt and prefp' ad stock, less cash and cash equivalents) as a multiple of the companies' 

latest available ,2 n.onths' revenues, operating cash flow and operating income. All multiples for 

the Comparable Acquisitions were derived from information that was available at the time of 

announcement of each transaction. This analysis resulted in a SSW equity value range of 

approximately 25,655 to $6,809 per common share or an aggregate value of approximately 

$344,951 to $415,349 for the Minority Shares. 

Discounted Cash Flow Analysis 

In addition, CSFB performed discounted cash flow analyses of the projected unlevered 

free cash flow of SSW (i e., cash flow before payment of debt) on a stand-alone basis (i.e., 

excluding any benefits or costs as a result of the UP/SPR merger) for fiscal years 1997 through 

2001. based on operating and financial forecasts provided by the management of UP (the "UP 

Forecasts") to CSFB. Based on the UP Forecasts, CSFB also performed a discounted cash flow 

analysis of the projected net revenue enhancements and cost savings ("Synergies") anticipated to 

result from the UP/SPC merger for fiscal years 1997 through 2001, taking into account estimates 

of UP's management as to the anticipated costs of implementing programs to realize such 

Synergies For purposes of these analyses, CSFB utilized discount rates of between 11.5% and 

13%, based on an analysis of the weighted average cost of capital for the railroad industry. We 

also applied terminal year operating cash flow multiples between 5.0x and 8.Ox, based on the 

trading multiples of railroad companies. 

This analysis resulted in a SSW stand-alone equity value range of approximately $3,118 

to $3,291 per common share or an aggregate value of approximately $190,183 to $200,74-' lOr 

the Minority Shares and a Synergies value of approximately $2,912 to $3,403 per common share 

or an aggregate value of approximately $177,647 to $207,565 for the Minority Shares. The total 

discounted cash flow value of UP Forecasts, tncludi'ig both stand-alone SSW and Synergies, 

resulted in an SSW equity value range of approximately $6,030 to $6,694 per common share or 

an aggregate value of approximately $367,830 to $408,309 for the Minonty Shares. 

Coriclusion 

The composite of the analyses described above resulted in a SSW equity value range of 

approximately $4,155 to $6,809 per common share or an aggregate value of approximately 
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$253,433 to $415,349 for the Minonty Shares. In arnving at its valuatic i . CSFB did not rely on 

any single analysis. Rather, we considered all analyses taken as a whole, which together 

supported the conclusions we reached. 

CSFB has been advised by UP that, on a limited number of occasions between 1976 and 

1992, a small number of SSW common shares were reacquired from public shareholders for cash 

or SPR stock worth between $1,960 per share and $2,617 per share. Based on the foregoing, 

CSFB does not believe that such transactions are necessanly determinative of value and, thus, 

does not consider such transactions relevant to its valuation. CSFB's view in this regard is based, 

among other things, on the fact that such transactions are not recent transactions and, thus, do 

not reflect subsequent changes that have occurred in SSW and its affiliates and in the railroad 

industry generally. 

It should be noted that any valuation is only an approximation, subject to uncertainties and 

contingencies, all of which are difficult fo predict ?ind beyond the control of the firm preparing such 

valuation and, accordingly, a valuation is not intended to be, and should not be const.'ued as, a 

guaranty of value Our views as to the estimated value of SSW do not represent an opinion as to 

the price at which SSW, or any interest in SSW, could be sold. 
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Ar-;.-,. : - ; R S J CREDIT SUISSE FIRST BOSTON 

SUISSE BOSTON Eleven Madison Avp- - Telephone 212 325 9000 

New York, NY Ôu Jo."̂  

CO\r iPF\TIAL 

April 14, 1997 

Union Pacific Corporation 
Martin Tower 
Eighth and Eaton Avenues 
Bethlehem, Pennsylvania 18018 

Ladies ard Gentlemen: 

Vou have requested our view as to the estimated value of St. Louis Southwestern Railway Company 
("SSW"), an indirect subsidiary of Union Pacific Corporatioi. "Union Pacific"). 

In arriving at our valuation, we have reviewed certain business and financial information relating to 
SSW, including financial forecasts, provided to us by Union Pacific, and have met with the 
management ot Union Pacific to discuss the capital structure and business and prospects of SSW. We 
also have considered certain financial data of SSW and we have compared those data with similar data 
tor publicly held companies in businesses similar to SSW, and we have considered, to the extent 
publicly available, the financial terms ot certain other transactions which have recently been effected 
in the railroad industry. We also considered such other informatr-n, financial studies, analyses and 
investigations and financial, economic and market criteria which we deemed relevant. 

In connection with our review, we have not assumed any responsibility for independent verification 
of any of the foregoing information and have relied on such information being complete and accurate 
in all material respects. With respect to the financial forecasts, we have assumed that such forecasts 
were reasonably prepared on bases reflecting the best currently available estimates and judgments of 
the management ot Union Pacific as to the future financial performance of SSW. The art.cles of 
association of SSW provide that the outstanding preferred stock of SSW (the "SSW Preferred Stock") 
has a par value ot $100, with a right to the payment of dividends if and when declared by the Board 
of Dirt", tors of SSW, We have been informed by the management of Union Pacific that no such 
dividends have been declared and paid since 1992 and that, to the best knowledge of the 
management ot Union Pacific, mere are no other material terms relating to the SSW Preferred Stock. 
Accordingly, to the extent relevant to our analysis, we have assumed, on the basis of the foregoing 
and with your consent, an estimated value lur thf SSW Preferred Stock equal to its par value. In 
addition, wr have not been requested to make, and have not made, an independent evaluation or 
appraisal of the assets or liabilities (contln5!Pr,; c otherwise) of SSW, nor have we been furnished with 
any such evaluations or appraisals. Ou. valuation is necessarily based upon information available, 
and financial, economic, market and o'.ner conditions as they exist and can be evaluated, on the date 
hereof. We were not reqi'vsted to, and did not, solicit third party indications of interest in acquiring 
all or t.nv p^.t of SSW. 

Based upon and subject to the foregoing, it is our •. iew that, as of the date hereof, the estimated 
common equity value of SSW is approximately $720 million to $1.18 billion, or approximately $4,155 
fo $6,809 per common share of SSW. 



CREDIT FIRST 
SUISSE BOSTON 

CREDIT SUISSE FIRST BOSTON CORPORATION 

Union Pacific Corporation 
Apri l 14, 1997 
Page 2 

It should be noted that any valuation is only an approximation, subject to uncertainties and 
contingencies, all of which are diff icult to predict and beyond the control of the firm preparing such 
valuation and, accordingly, a valuation is not intended to be, and should not be construed as, a 
guaranty of value. Our views as to the estimated value of SSW do not represent an opinion as to the 
price at which SSW, or any interest in SSW, could be sold. 

Credit Suisse First Boston is an internationally recognized investment banking firm and is actively 
engaged m the valuation of businesses and their securities in connection wi th mergers and 
acquisitions, leveraged buy-outs, negotiated underwritings, secondary distributions of listed and 
unlisted securities, private placements and valuations for ( "tate, corporate and other purposes. We 
have in the past provided financial advisory and investment banking services to Union Pacific 
unrelated to this valuation, for which services we have received compensation. 

It is understood that this letter is for the information of Union Pacific in connection with its evaluation 
of SSW and is not to be quoted or referred to, in whole or in part, in any registration statement, 
prospectus or proxy statement, or in any other document used in connection wi th the offering or sale 
of securities, nor shall this letter be used for any other purposes, without our prior written consent. 

Very truly yours, 

CREDIT SUISSE FIRST BOSTON CORPORATI J N 

stephan C. Month 
Manag ng Director 



VERIFICATION 

STATh OF Ni:W YORK ) 
» 

COUNTY Oh M.W YORK ) 

I . Stephan C". .Month, being duly sworn, state that 1 have read the toregoing statement, thai 

I know Its contents, and that those contents are true as stated. 

Z 
.Stephan C. Month 

Sl̂ BSC RIBI Dand swom to before 
me this J _ L day o( July, IW7. 

Ĵ ()tary Public 
SUSAN' L. ADLER 

Notary Public, State uf New York 
No. 3l-4yi)S !̂fiO 

Quollfmt n New Voik Counrty 
wuiiiii.iiitiJii L.x,)irc» Nov. 4, 19 J L ' 

07/11/97 4 53 PM 71920229,nyw/l 
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VERIFIED STATEMENT 

OF 

JOSEPH E. O'CONNOR, JR. 

My name i s Joseph E. O'Connor, JR. I am Vice 

Presicient and C o n t r o l l e r o l Union P a c i f i c Corporation. 

The merger of St. Louis Southwestern Railway Company 

("SSW") i n t o SSW Merger Corp., and the subsequent merger of 

SSW Merger Corp. i n t o Union P a c i f i c R a i l r o a d Company ("UPRR"), 

are important steps i n the corporate r e s t r u c t u r i n g of the 

UP/SP r a i l r o a d f a m i l y . - These two mergers, i n c o n j u n c t i o n 

w i t h the mergers between the other SP r a i l c a r r i e r s and UPRR, 

i n c l u d i n g the u l t i m a t e merger between SPT and UPRR, w i l l 

f a c i l i t a t e the achievement of the b e n e f i t s of the UP/SP merger 

by a l l o w i n g UP/SP customers t o enjoy the f u l l b e n e f i t s of 

s i n g l e - l i n e s e r v i c e , and by a l l o w i n g UP/SP t o take f u l l 

advantage of e f f i c i e n c i e s of o p e r a t i n g as a s i n g l e company. 

These corporate mergers are important because they 

w i l l a l l o w UP/SP t o maintain and r e p o r t key f i n a n c i a l 

i n f o r m a t i o n on a co n s o l i d a t e d basis, r a t h e r than s u b s i d i a r y -

b y - s u b s i d i a r y . These recordkeeping requirements are c o s t l y 

and time-consuming, and i t i s becoming more d i f f i c u l t t o 

a l l o c a t e revenues and costs a c c u r a t e l y among s u b s i d i a r i e s as 

P r i o r t o and indepenent of the merger of SSW i n t o SSW 
Merger Corp., the e x ' s t i n g p u b l i c l y held shares of SSW 
p r e f e r r e d stock w i l l be redeemed at par value pursuant t o 
t h e i r terms, f o l l o w i n g a vote of holders as r e q u i r e d by s t a t e 
law. I n a d d i t i o n , A p p l i c a n t s have reached an agreement w i t h 
FRA r e g a r d i n g the treatment of c e r t a i n SSW preference shares 
t h a t the FRA holds, which w i l l remain i n existence as 
o b l i g a t i o n s of the merged company. 



the UP/SP system takes advantage of the r o u t i n g f l e x i b i l i t y 

the UP/SP merger made p o s s i b l e . Moreover, the separate 

existence of SSW and other c a r r i e r s i n the UP/SP system 

a f f e c t s the way customers must ro u t e t r a f f i c -- they now must 

d e s i g i a t e the i n d i v i d u a l UP/SP s u b s i d i a r i e s i n v o l v e d i n each 

p a r t i c u l a r movement -- and the way customers are b i l l e d , 

g e n e r a t i n g unnecessary c o m p l i c a t i o n s . 

UP/SP i s asking the Board f o r expedited 

c o n s i d e r a t i o n i n order t o ensure t h a t the mercer of SSW i n t o 

SSW Merger Corp. and the subsequent merger of SSW Merger Corp 

i n t o UPRR can be completed i n advance of September 30, 1997. 

Unless the mergers are completed before t h a t date, which i s 

the end of SSW's f i s c a l t h i r d q u a r t e r , UP/SP w i l l be r e q u i r e d 

t c undertake the expensive and r e s o u r c e - i n t e n s i v e task of 

pr e p a r i n g f i n a n c i a l statements t h a t r e f l e c t SSW's oper a t i o n s 

as a separate company. 



VERIFICATION 

COMMONWEALTH OF PENNSYLVANIA ) 
) SS 

COUNTY OF LEHIGH ) 

I , Joseph E. O'Connor, J r . , being d u l y sworn, s t a t e 

t h a t I have read the forego i n g statement, t h a t I know i t s 

contents and t h a t those contents are t r u e as s t a t e d . 

O'CONNOR, JSEPH E. JR. 

SUBSCRIBED and sworn t o before 
me t h i s //^ day of J u l y , 1997. 

Notary Public 

My Commission Expires: 

tviotanai Seal 
Kathleefi F Owens, Notary Public 

Bethleh.fni l.ehigh County 
My Commissicn Expires Oct 19, 2000 

Meiiitiei Pennsylvai Association ot Notaries 
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approximatelv 15,750 acres of land 
bordenng t ^ e Pleasant Kegional Park 
north of Phoenix, .\nzona 
SUPPV.EMENTAfl'r INFORMATKJN: Copies of 
the Envirnnmental .-Kssessmenl are 
avaiidbie from 'he Bureau of Land 
Mandtferr.ent s Phoeni.x Distnct Office. 
2015 VV.>M Deer '.'allev Road. Phoenix. 
.\Z S502' Public comments on the 
Enviro.ijr.entol .Assessment wi l l be 
accepted for i period of thiriv |30) davs 
toilowir.e publication ^'f t.Tis notice 
fOft FURTHER INFORMATION CONTACT: Gall 
.Acheson, Phoenix Resource .Area 
Manager J015 West Deer Va'lev Road. 
Phoeni.x. ,\Z 85027 or telephone l602) 
780-«090 

Ddva ,^?r:, :5 H95 
David I Mjllcr. 
^isociale Diitnct Slar. i^er 
FR Dot. »5-U)6in F ,f(i •i^'iaml 

S..UMO ZOOt » 

INTERSTATE COMMERCE 
COMMISSION 

[Financ* Oocnet No 328*51 

Chicago & Nortfi Westefn Rail»<ay Co.. 
Soo Line Railroad Co.. d/ua CP Raii 
System, Wisconsin S Souttiem 
Railroad Company, Wisconsin 
Department o< Transportation—Joint 
Relocation Project £xemption—in 
Dane County, Wl 

On March 31, 1995 Chicago and 
.No.-*.-! Westem Railwav Company 
',CS\V;, Soo Line Railroad Compan\ , d. 
b a CP Rail Svstem Soo). and 
Wisconsi." and Southem Railroad 
Companv iWSOR). and the Wisconsin 
Department of Transportation lointly 
filed a notice " f exemption under 49 
CFR 1 lao 2(dl(5) to relocate a line of 
railroad in Madison, Dane County. WI. 
The proposed transaction was expected 
to be consummated on or afler Apnl 7, 
1995 

The Une relocation proiect is to 
facilitate constrviction of the new 
Monona Terrace Convention Center in 
Madison WI CNWandWSOR; 
currentlv operate two closelv parallel 
rail lines m a rail comdor running p,t the 
ba.se of a bluff under the planned 
convention center site The convention 
design w i l l require supporting piers for 
the structure to be placed on the site of 
the current CNW track. 

The joint project involves, (1) The 
incidental construction of connetting 

S<jo .us 'rscnage righis on the WSOR .ine and 
Scx) tormeriv owned t.he WSOR line S « li'isons/n 
^ S'oul/iem RailDod Cu —Pvirhase. Leaie and 
iDp^ration Exemption—Canodian Pacific Roit 
Srrncft. Finance Docikat So 32546, JCC x n t d 
.fug 16, 19941 

tracks betveen existing C.VW and 
WSOR tracks, which would involve the 
moving of all rail operauons a distance 
of approximately 2,090 feet to the 
current WSOR line: 12) the transfer of 
WSOR's owTiership of track within the 
.-elocation limits to CNW. which CNW 
wil l rehabilitate, and CNW w i l l grant 
trackage nghts over the track to WSOR 
and Soo, and (3) the removal of CNW's 
track within the relocation limits. The 
notice states that serMce to shippers 
wil l not be disrupted. 

The Commission wil l exercise 
lunsdiction over the abandon.ment or 
com'ruction components of a relocation 
proiect. and require separate approval or 
exemption, onlv where the removal of 
track affects service to shippers or the 
construction of new track involves 
expansion into new terntory See Cirvof 
Detroit v Canadian .Vafiona/ Rv Co . ef 
j / , 9 I C C 2d 1208 11993) The 
Commission has determined that line 
relocation protects may i-mbrace 
trackage nghts transactions such as the 
.ine involved here, See D.T Ir i R.— 
Trorioge Rights, 363 I C C 878 (19811 
Under these standards, the incidental 
jbandonment, construction, and 
•.rackage nghts components require no 
separate approval or exemption when 
the relocation proiect, a? here, wi l l not 
disrupt serMce to shippers and thus 
qualifies for the class exemption at 49 
CFR 1180.2(d)(5), 

.•\s a condition to the use of this 
exemption, any employees affected by 
the trackage ngh's agreement wi l l be 
protected by the conditions .n \or tolk 
and Western fly Co —Trackaiif Ritfhts— 
S.V. 354 I.CC, 605 (19781. as modified 
in Mendocino Coast Rv , Inc —Lease 
and Operate. 360 I C C 653 (1980) 

Petitions to revoke the exemption 
under 49 U S C, 10505(d) may be filed 
at any time The filing of a petition to 
revoke wi l l not stay the transaction 
Pleadings must be filed with the 
Commission and served on: Robert T 
Opal. Chicago and .North Westem 
Railway Company, 165 North Canal 
Street. Chicago. IL 60606. Larrv D 
Stams. Soo Line Railroad Company. 
Suite 1000, Soo Line Building, Box 530, 
Minneapolis, MN. 55440: john D. 
Heffner, 1920 N Street, NW, Suite 420, 
Washington, DC 20036: and lames S. 
Thiel, Wisconsin Department of 
Transportation, Room 1158, Hil l Farms 
State Transportation Building, P O Box 
7910. Madison, Wl 53707. 

Decided; April i:4. 1 '95, 

Bv 'tie Commmion, Devid M Konschnik, 
Direrior, Office of Proceedings 

Vemoa A. WilU«ms. 

Secretarv 

,FR Ox IS-lOSqS Filed 4-29-95, 8 45 ami 

WLUNO cooc mt-tt-r 

[Finance Dockei No. 32133] 

Union Pacific Corporation, Union 
Pacific Railroad Company and 
Missouri Pacific Railroad Company-
Control—Chicago and Nortft Western 
Transportation Company and Chicago 
and North Westem Railway Company 

AOENCr: Interstate Commerce 
Commission 
ACTION: Decision No 27. notice that the 
Commission has been requested to issue 
a finding that the temis and c /nditions 
of the proposed merger of I T Rail. Inc. 
into Chicago and North Western 
Transportation Company -ire lust and 
reasonable. 

SUMMARY: UP Rail. Inc (a subsidiarv of 
I 'nion Pacific Corporation) is to be 
merged into Chicago and North Western 
Transportation Compan\ ,the holding 
company parent of Chicago and North 
Westem R<?iluav Companyl. assu.Tung 
the success of a tender offer that was 
i:ommenced on March 2:i, 1 (45 fhe 
merger envisions, among jiher things, a 
•ender offer to sto<.kholders of S.i5 per 
share and a 'cashing out ' of ali non-
tendenng stockholders at a price ot $35 
per share. The Commission h.is been 
requested to issue a finding that 'he 
terms j i i d conditions of the meraer 'ire 
ust m d reasonable, 

DATES: Comments must be filed by May 
31. 1995 Replies must be fi'.ed bv |une 
13. 1995 
ADDRESSES: .-Ml pleadings should refer 
to Finance Docket .No !2133 Comments 
(an onginal and 10 copies) should be 
sent to Office of the Secretary. Case 
Control Branch. Interstate Commerce 
Commission. 1201 Constitution .Avenue. 
NW . Washington. DC 20423, Comments 
should also be served (one copy each) 
on, (11 . \ rv id E Roach II . Covington 4 
Burling. 1201 Pennsvlvania .Avenue. 
N»V . P O. Box 7 566. Washmgton. DC 
20044-7566, and (2) L, lohn Osbom. 
Suite 600. East Tower, 1301 K Street, 
,NW . Washington, DC 20005 Replies 
(an onginal and 10 copies) should be 
sent to Office ofthe Secretary. Case 
Control Branch, Interstate (Commerce 
Commission. 1201 Constitution .Avenue, 
N\V,, Washington, DC 20423 Replies 
should also be served (one copy each) 
on all active parties m this proceeding, 
counsel for the plaintiffs in the 
Delaware shareholder suits referenced 
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below, and anv known shareholders of 
Chicago and North Westem 
Transportation Companv who have nol 
tendered their shares .n the tender offer 
commenced March 23. 1995, bv UP Rail. 
Inc 

FOB FUBTNER INFORMATION CONTACT: 
Bt-rvi' .• : • : ' * 2 " - S n l O TDD tor 
the nea.'i.ik; ..T.pdir''il 2U2i',<2"-5721 . 
SUPPLEMENTARY ;NF0RMAT10N: In iur UP' 
( NW Decision No 23 (served Maich 7. 
;^*95i, we approved rom.Tion rontrol of 
UP [class I railroads Union Pacific 
Railroad Companv and Missoun Pacific 
Railroad t^o.mpanyi and CNW ;class I 
.-aiiroad Chicago and North Wes»(?rn 
Railwav Company) Union Pacific 
Railroad Companv (UPRR) and Misscun 
Pacific Railroad Companv MPRRI are 
indirect whoilv owned subsidiaries of 
Union Pacific Corporation !' 'PC), a non-
earner holding company C.. .V is a 
Ji.-ect wholK' owned subsidiary of 
Chicago and North Westem 
Transportation Company -CNWT), 
mother r.on-car'ier holding companv 
UPC, UPRR MPRR, CNWT. and CNW 
ire referred to herein as the pnmarv 
applicants The UP CNW common 
control that we approved env isioned 
that LT and CNW wouid ccme under 
common control with the conversion, 
from non-votmg status to voting status, 
•)f the approximately 29 3% of the 
CNWT common stock held by non-
1 amer LT Rail, Inc ; iTR). another 
indirect wholly owned I.TC subsidiarv 
Our ! T CNW Decision .No, 23 became 
effective '>n . \pr i i 6, 1993 

Or. March I f i . 1995, t .Tr - i d CNWT 
• •;iterpd into an ,Agreemeiii and Pla.i of 
Merger (the Merfi-'r .Agreement! that 
provi les. among other 'hings. ' 1) that 
'. TR VMU make a tender offer for 100% 
of C^NWT's common stock at a price of 
S35 per share in cash, and '2) that ail 
non-tendenng CNWT shareholders w i l l 
aiso receive $35 per share in cash 
following the I T R C:.NWT merger. The 
tender offer was ( ommenced on March 
23, 1995 and is scheduled to expire on 
Apnl 24, 1995 

By petition HT'CNW-134j fiied .Apnl 
4, 1995, the pnmarv applicants have 
requested that we issue a determination 
that the terms and conditions of the 
proposed UPRyCNWT merger (in 
particular, the $35-per-share ince to be 
paid to CNWT shareholders) are )ust 
and reasonable The pnmarv applicants 
seek this determination (1) because they 
believe the Commission is required by 
Schwabacher v ('nited .States. 334 U S. 
182 11948). to make such a 
determination to protect minority 
shareholders and (2) in order to 
immunize the UPRyCNWT merger from 
the rjJierA'ise applicable state law 

nghts. particularly the otherwise 
^ppilcable •>tate law appraisal nghts. of 
ilissentina CNWT shareholders 49 
U s e n i4I(a) A copy of the Merger 
,Agreement can be found in UP CNW-
134. Exhibit B. Annex 1 

The primary applicants indicate that 
:hev have served a copv of 'heir UP' 
CNW-r54 petition .)n all active parties 
;n the Finance Dockei No 32133 
proceeding ana on counsel for plaintiffs 
iri certain Delaware shareholder suits 
challenging various aspects of the 
Merger .Agreement The pnmarv 
applicants have .ilso pledged to serve a 
copv of their petition on anv known 
CNWT shareholders who do not tender 
their shares in response to the tender 
iffer The pnmarv applicants urge 

exDedited h,\ndling of their petition (in 
pai'icular ;h<.t we publish notice of 
their pet.tion in the Federal Register: 
thai we ali.iw interested persons iO davs 
to file comm'^nts. that we further allow 
the pnmarv ap .ilicants an additional 15 
days to file a replv and that we proceed 
promptly to a dtcis on .hereafter), 

Qur statutorv mandate. 49 U' S C. 
1 1344(c), requires, d-'nonî  other things, 
that we determine, in appropriate cases, 
'hat 'he terms and < <nditions of certain 
transactions affec' ng stocitholders are 
ust and re-;:,ijiiable Sep, e g . Union 

Pacific Corp et a' —Cont —MO-KS-TS 
Co et a/ . 4 I C C,2d 409. 313 (1988) f i n 
appraising this transaction affecting the 
rights of stockholders, it is incumbent 
-pen us to see that the interests of 
minority stockholders are protected and 
•hat the overall proposal is just and 
reasonable to those stockholders. 
Schwabacher v United States. i44 IJ S. 
...t 198.201 ••) Because the t T 'CNW-
134 petition implicates our statutory 
mandate and involves a matter that 
requires expedited regulatory action we 
wi l l proceed upon the schedule urged 
by the pnmary applicants 

.Accordingly, we solicit comments 
from all interested persons respeding 
whether the terms and conditions of the 
proposed UPRyCNWT merger are |usl 
and reasonable Such comments must he 
•;abmitttd bv May 31, 1995 The 
pnmary ipplicants mav file replies to 
such cor imenis by )une 15. 1995 

.Any u.terested person who has not 
receivei I copies of the UT/CNW-134 
petition and the pnmary applicants' 
letter dated Apn l 17, 1995 (announcing 
a settlement of the Delaware litigation) 
may request copies, in wnting or bw 
telephone, from .Arvid E. Roach II 
wovington 4 Burling, 1201 Perui'vlvania 
Avenue. .N W , P O Box 7566. 
Washington. DC 20044-7566 
(telephone 202-662-5388), 

In addition to submitting ; j \ original 
ind 10 < opies of ail docum -nts filed 

with the Commission, the primarv 
appUcants and anv commenters ue 
encouraged to submit all pleadings m d 
ittachments as computer data contained 
on a 3 5-inch floppy diskette formatted 
for WordPerfect 51 'or formatted so that 
it ran be convened bv WordPerfect 3 1) 
The primary .ipplicants are .ils') 
encouraged to submit their UP CNW-
1 14 petition (inclLuhng Exhibits .\ ind 
B thereto), iind t^eir letter dated . \pni 
I " , 1995 [including Exhibits .A and B 
thereto), on such a diskette. 

Derided Ap'ii 11, l't<15 
By the Corr.miss,on, Chairman Mor<(an, 

V;te Chairrran Owen, jnd Comrr.ns.oners 
Simmons diu! Vli Donald, 
Vrmon ,\, WiUiams, 
Snrelart' 
FR Dm: ' ) 3 -U lbn .••'i..'i.l S ^^.l.'nl 

BILUNO COOf rcis-oi-* 

DEPARTMENT OF JUSTICE 

Notice ol Lodging of Consent Decree 
Pursuant to ihe Clean Water Act 

111 accordance with Departmental 
policy, 28 CFR 30.7, notice ;s hereby 
given that a proposed partial consent 
decree in Vnited States v. Metropolitan 
Oade Countv, et al , Case No Civ-93-
1109-Moreno. was lodged on . \pnl 19. 
1995. with the United States District 
Court for the Southern Distnct of 
Florida, The consent aecree settles all 
claims for iniunctive n^lief and civil 
penalties brought mamst Metropolitan 
Dade Countv and the Miami-Dade Water 
and .Sewer .Authority Department under 
.Sections 301, 309 (b) and'd). and 402 
of the Clean W^ter Act. 33 U S C 1311. 
1319 (bl and (d), and 1342. and sets 
forth remedial measures, supplemental 
environmental projects, and a civil 
penalty 

The Department of justice wi l l 
receive, for a penod of thirty (30) days 
from the date of this publication, 
comments relating lo the proposed 
consent decree. Comments should be 
addressed to the Assistant AttoT-ev 
funeral for the Environment : j i d 
Natural Resources Division, 'department 
of [ustice. Washington. DC .'0530. and 
should refer to United Stcies v 
Metropolitan Dade Cou ifv, eta].. DO) 
Ref. « 9 0 - 5 - l - l - » 0 2 2 

The proposed consent decree mav be 
examined at the office ofthe United 
States Attomey, Southem Distnct of 
Florida, 99 N E. 4th Street. Miami. 
Flonda 33132, the Region fV Office of 
the United States Environmental 
Protection Agency, 345 Counland 
Street. NE., Atlanta. GenrRia i0365. and 
at the Con;ent Decree Library. 1120 G 
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HUCH' 
SHIKMAK 

McHiiCH 8 SHERMA-
AHOW^Ers AT 

20 EXCHANGE ?.J\CI, rliT FLOOR 
NEV Ycf.K, N.Y 10005 

(212) J35-CS7S 
^ACia l̂J (212) 4S3-U876 

' ^ " r i . ^ O f . 'Cc jK i t i 
• f^A SACHEI.! 

'AHO ^oumr N CMC 

SEP 1 1 1997 

September 11, 1997 

Secret ai>-
Surface Transportation Boara 
1925 K Street, N W Suite 715 
WashingTOTt D C 20423 

re Uaon Pacific Corporation, Union Padfic Rajlroad CompaQV and Missouri Pacific 
Railccad Company - control and u -r - r Southenj Paatic Rail Coqporaiion, SoutherTi 
Pacific Transponation Company, St Louis Southwestern Railway Company, SPCSL 
Corp. and the Denver and Rio Grande Westem Railrcad Company 

Finance docket No. 32760 

Dear Si: or Madam 

Enclosea piease find the onginal and twenty live copies ofthe objcc.uons of 
Respondent Joseph Guzman to the petition as well as of a certification ofservice 

Thaniv you fc>r youi attention lo this nutter 

cc. CarlW Von Bemuth 
Union Pacific Corporation 
Mixrtin Tower 
Eight and Eaion A v enues 
Bethlehem, Pennsylvania 18018 



James V Dolan 
Law Department 
Union Pacific RaiL cad Company 
Southem Pacific Transportacion Company 
1416 Dodge Street 
Omaha, Nebraska 68179 

Homer Henry 
10510 Tropicana Circle 
Sun City. AZ. 85351-2218 

Donald and Benjamin Zatz 
62-?7 ' ogth Street Apt 1-8E 
Forest i uiis, N Y. 11375-11 <10 



BEFORE THE 

SURFACE TRANSPORTATION BOARTT 

Finance Docket Ko. 32760 

U-NION PACmc CORPORATION, UNION PACfflC RAILROAD COMPANY 
.\ND MISSOUTII PACIFIC RAILROAD COMPANY 

- CONTROL AND MERGER -
SOUTHERN PACmC RADL CORPORATION, SOUTHERN PACmC 

TRANSPORTATION COMP.^'. ST LOUIS SOUTHWESTERN RAILWAY 
COMPANY', SPCSL CORP AND THE DENVER AND 

RIO GRANDE WESTERN RAILROAD COMPANY 

OBJECTIONS OF RESPONDENT JOSEPH S. GUZMAN 

• . t t. t. °̂««P^ S Guzman, is tbe owner of five ofthe 61 ootr̂ nding 
pn̂ 'atcly held common shares ofthe St. Louis Southwestem Railway Compar.v (SSW) 
He IS 79 years oid and has been retired fbr fifteen years. He has no experfiL tn railroad 
valuauons or tmance His soie railroad experience was in the track d«Mtmci« ofthe 
Paciiic Electnc Railway immediately afler World War Two. He has no ability to respond 
quickly to the peution as he has no fticnds or professional aiiociates who know who to 
contact to evahiate a railroad's worth. 

^«»P'̂ <i« '̂'tJ^ongly objects to the expedited schedule ofthis matter as it 
denies Inm the tmie a person of his circumstances requires to find and retain the needed 
CTpcrttse. Respondem hereby joms and adopts the objections and comments of Co-
Respondems Donald Zatz, Benjamin Zatz and Homer Henry 

Dated, New York. N Y. 
September 11, 1997 

Respectfiilly submitted 
McHugh &. Shennan 
Attome\'s for: 
Homer j 

F. McHugh 
20 Exchange ?lace 
New York xV Y 10005 
212-483^875 

^ 'am 



CERTIFICATE OF SERVICE 

I hereby certify thai a true copy ofthe foregoing "OBJECTIjD^^F RESPONDENT 

JOSEPH S. GUZMAN" was served this 1T day of September, ! 997 gawndiyj 

Car' W. Von Bemuth 
Union Pacific Corporation 
Martin Tower 
Eigth and Eaton Avenues 
Bethlehem. Peimsy Ivania 18018 

James V. Dolan 
Law Department 
Union Pacific Railroad Company 
Southem Pacitic Transportation Company 
!416 Dod{]e Street 
Omaha, .'vlebraska 68179 

Josph S. Guzman 
P.O.Box 92315 
Pasadena, Califomia 91109-2315 

Donald and Benjamin Zatz 
62-27 108''Street 
Apartment 1-8E 
Forest Hills, New York 11375-1140 

Homer Henry 
10510 Tropicana Circle 
Sun City, Arizona 85351-2218 
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I>.-^^^ ,'- .>1cH'JCH' 

T.fJA SACHELI 

Vase -cvrrir V cv c 

,^TTD^^.Er^ AT LA*-
SO EXCHAN'CE F-ACE, .P.OOR 

NEW YO(VK, N Y 100C5 

;2l2) US3-0S-"^ 
FACi3><;L5 ti'lS) 4S3 0876 

m 1 I 1997 

: mi ^ 
•'' A-. 

Cc JNiEL 

September 11, 1997 

Secretary 
Surface Transporration Bcara 
1923 K Street, N W Suite 715 
Washington D C 20423 

re Unicn Pacific Corporation. Uruon Pacific Railroad Compa.ay and Missouri Pacific 
Railrcad Company - con:;;:', end n.erger - Sout.nem Pa';ific Rail Corporation, Southem 
Pacific Transporration Company, St Louis Southwestern Railway Company, SPCSL 
Corp. and the Denver and Rio Grande Westem Railrcad Company 

Finance docket No. 32760 

Dear Sir or Madam 

Enclosea please find the original and tw enty five copies of tiie objeaicus cf 
Resp-jndem Joseph Giuman to the petifion as wdl as of a certification ofservice 

Thari.; you for youi attention lo this matter 

Very truly your̂  

inF McHugh 

tc CarlW Von Bemuth 
Union Pacific Corporation^ 
Mwtin To> "r 
fcight itx:d Eaion .\\ enues 
Bethlehem, Pennsvlvanici ISOIS 



James V Dolan 
Law Department 
Union Pacific Railrcad Company 
Sou hem Pacitic Tr^spoaation Company 
1416 Dodge ,'treet 
Omaha, Nebraska 68179 

Home: Henry 
10510 Tropicana Circle 
Sun City. Az 85351-2218 

Donald and Benjamin Zatz 
62-27 lOSth Street A;>t 1 SE 
Forest Hills, NY 11375-1 U> 



BEFORE THE 

SURFACE TRANSPORTATION BOARD 

Finance Docket No. 32760 

L'NION PACIHC CORPORATION, L'NION PACfflC RAILROAD CO^^ANY 
.\SD MISSOU-Rl PACIFIC RAUJIOAD COMPAW " ' ^ ' ^ 

ĉ w ^ " CONTROL AND MERGER -
SOUTHERN' PACIFIC RML CORPOR.4TION. SOUTHERN PACTFir 

TRANSPORTATION COMPANY'. ST LOUIS S O U T W S ^ S A Y 

"'w.̂ ^̂ T'' ^̂ '̂̂  ™E DENVERTND 
RIO GRANDE WESTERN RAILROAD COMPANY 

OBJECTIONS OF RESPONDENT JOSEPH S GUZMAN 

He IS 79 years oid and bas been retired for fifteen v t ^ H. K T '-O'̂ pany (bSW) 

denie. htm the ^ H ^ i i Z ^ n T w ' '° ^ ^ ^ ^ ^ ^̂ '̂ ^̂ "̂ ^ ^ « ucij«s .nm me ume a person of his circumstances requires to find nrv* r,̂ .in fi,- J J 

Dated, New York. N Y. 
September I J, 1997 

Respectfiilly submitted 
McHush & Shennan 
Attorneys for JResj^sa^t 
HomwHeiv^-""^ 

'̂-V;;:̂ -'*6hn F. McHugh 
<̂ ^̂ 0̂ F.xchange PI ice 

N'.-wYork,NY 10005 
212-483-0875 

TOTCL p.35 



CERTIFIC.'\TE OF SERVICE 

1 hereby certify that a true copy ofthe foregoing "OBJECTION^ OF RESPONDENT 

.fOSEPH S. GUZMAN" was served this 11 " day of September. 1997 oli^ndTviStfiri^^ejLbekTwr" 

Carl W. Von Bemuth 
Union Pacific C orporation 
Martin l oucr 
Eigth and liaton Avenues 
Bethlehem, Pennsylvania 18018 

James V. Dolan 
Law Department 
Union Pacific Railroad Company 
Southern Pacific fransportation Company 
1416 Dodge Street 
Omaha, Nebraska 68179 

Josph S. Guzman 
P.O. Box 92315 
Pasadena, Califomia 91109-2315 

Donald and Benjamin Zatz 
62-27 108'" Street 
Apartment 1-8E 
Forest Hills, New York 11375-1140 

Homer Henry 
10510 Tropicana Circle 
Sun City, Arizona 85351 -2218 
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lOHN r- .MCHUCH* 

DEBORAH SHERJ^IA" '̂ 

T I N A SACHELI 

VALIO ADMITTID X OHIO 

McHuCH <S 5MERMAN 
.ATTOR.MEYS 1 LAW 

20 EXCHANGE PLACE, 51ST FLOOR 

NEW YORK, N,Y. 10005 
(212) 483-0875 

FACSIMIU (212) 483-0876 

SEP 1 ' 1997 

\W PATRICK Q.UA5 

1— 1 OF COUNSEL 

September 10. 1997 

Secretary 
Surtace Transponation Board 
1925 K Street, N W Suite 715 
Washington. D C 20423 

Pac... W p o „ a „ c „ C O . , : : . ^ L ^ " s l ^ ^ / e J ^ ' ^ L I ^ ^ Z T r " ^ ^ 
Corp and ,he Denver and Rro Grande WesMm Railroad Coirpiy ' 

Finance docket No 32760 

Dear Sir or Madam: 

service 

Thank vou for your attention to this 
matter 

cc Cari W \'on Bernuth 
Union Pa'-itic Corporation 
Manin Tower 
Eight and Eaton Avenues 
Bethlehem. Pennsylvania 18018 



James V Dolan 
Law Depanment 
Union Pacific Railroad Company 
Southem Pacific Transponation Company 
1416 Dodge £»reet 
Omaha, Nebraska 68179 

Joseph S Guzman 
PO Box 92315 
Pasadena. Ca, 91109-23)5 

Donald and Benjamin Zatz 
62-27 108th Street Apt 1-8H 
Forest Hills, N Y 1 1375-1140 



BEFORE THE . H ' • / /p^,*^ 

SURFACE TRANSPORTATION BOARD STe ^ / 

5̂22X2>'̂  
Finance Docket No. 32760 

UNION PACIFIC CORPORATION, UNION PACIFIC RAILROAD COMPANY 
AND MISSOURI PACIFIC RAILROAD COMPANY 

~ CONTROL AND MERGER --
SOUTHERN PACIFIC RAIL CORPORATION, SOUTHERN PACIFIC 

TRANSPORTATION COMPANY. ST. LOUIS SOUTHV ESTERN RAILWAV 
COMPANY, SPCSL CORP. AND THE DENVER AND 

RIO GRANDE WESTERN RAILROAD COMPANY 

OBJECTIONS OF RESPONDENT 
HOMER HENRY 

Respondent, Homer Henry , is the owner of one of the 61 outstanding 

privately held common shares ofthe St. Louis Southwestem Railway Company (SSV̂ O-

Respondent opposes the petition as being: 1. inconsistent with the public interest. 2. 

inconsistent with the pnor order ofthe Surface Transpiration Board approving the merger 

between the Union Pacific and Southem Pacific controlled corporations and. 3. because 

the petition seeks to impose an unfair pnce for the shares in issue without giving the 

respondent adequate time to respond. 



FACTS 

The matenal fact which must be considered in this matter is that tliree 

holders ofthe shares in question are individual investors of advanced age, one is 95 years 

of age. This respondem is retired. 87 years of age. a.id in extremely poor health. Yet he 

has been asked to respond to this petition on an expedited basis. Respondem does not 

have counsel on his staff He has no expen knowledge of railroad finance, nor does he 

have any knowledge which would allow him to quickly obtain such expenise. He has no 

means of reacting quickly wuh the expenise needed to respond to the petition. Yet, here, 

in response to the petition tbr additional time filed by fellow respondent. Donald Zatz, 

these elderly respondems. including this Respondent, have been held to an expedited 

schedule and to the standards of expenise which would be required of a mega-railroad. 

indeed, to higher standards. WTnle it took Union Pacific, a major corporation with a huge 

staff of residem experts and unlimited funds for consultants, over a year to get to the 

poim where it could file this petition, this Board has given these old men less than two 

months to respond. 

BY ALLOWING EXPEDITED CONSIDERATION OF "̂ HIS 

PETITION THE BOARD DENIES RESPONDENT 

DUE PROCESS OF LAW 

Petitioner demanded, and the Board has granted, expedited consideration 

of this Petition. Had this ca.̂ e been before any Coun in the land, sufficiem Ume for 

discovery and to fonn an adequate response, would lun e been prox ided on these facts. 

Thus, the Board's cominuing on an expedited schedule with this petition is a denial of 



due process to the respondents and assures that no finding ofthe Board can be fair and 

reasonable. 

The standards applicable to the review of the petition are whether the 

me.-̂ er proposed "will be consistent with tne public interest." whether the terms ofthe 

merger are "just and reasonable" and whether the merger is undertaken with the consent 

ofthe majority ofthe shareholders ofthe merging companies. Schwabacher v. United 

St.-'tes . 334 U.S. 182. 196 (1948). The petition here in issue attempts to deal only with 

the second of these considerations, the faimess ofthe pnce. It does thM summarilv and 

seeks to stampede this Board into granting the petition without mandated consideration. 

It is submitted that the schedule imposed by the Board and the denial of t.Se respondents* 

request for sufficient time to resp,ond. eliminates any possibility that the Board can meet 

the standard uf care imposed by law on such determinations. 

II 

THE PRICE PRESENTED FOR THE SHARES IS NOT FAIR AND REASONABLE 

Shares ofthe St. Louis Southwestem Ra.lroad (SSW) are not publicly 

traded and have not been for over twenty years. The only method of determining the fair 

value ofthe shares is by Jetailed analysis ofthe railroad's value based upon its revenues 

and'or its value to other carriers based upon its traffic. .As is set forth in the affidavit of 

Jack Grocki. submitted in support ofthe Response of Donald Zatz and Benjami'i Zatz. 

which affida\ it is adopted herein by reference, that analy sis cannot be done on this record 

as the documentation needed to do that analysis was not made a- ailable to tti° 



respondents in timely fashion, due to the Board's refusal to grant respondents time to 

analy ze the documents. 

SSW is one of two rail systems serving a major share of the nation's 

petrochemical industry, the otht r being the petitioner's Missoun Pacific Railroad 

Company. The Board, in allowing the merger ofthe Union Pacific system with that of the 

Southern Pacific system, acknowledged the possih'e anti-competitive effect of including 

the SSW within the merged company. It granted the petition retaining jurisdiction to 

review the anti-competirive effects ofthe merger ofthe SSW into the UP system over a 

five y ear period. 

Should an anti-competitive effect be shov n during this period, the Board 

has retained the option to then determine what remedial steps are required to relieve the 

situation. Only two such remedies are available, granting increased access to the line's 

customers by other carriers or divestiture, including, perhaps, adding the SSW to some 

other major operator's property. The possibility that SSW may be the subject of a 

bidding war between the remaining major railroads, all ofwhich connect with SSW and 

all ofwhich could materially 'benefit form ownership ofthe SSW in the future, has a 

direct effect on the market value of SSW. This future is not considered in the Petitioner's 

price, [iideed. the only information available relating to the possible value ofthe SSW to 

another operator is the pnce offered by Conrail for a major ponion of. but not all of. the 

SSW. Sl .9 Billion. That price is $10,900 per share. That pnce is substantially more than 

the Union Pacific figure. ITiat price prov ides the Board with a clear indicafon that the 

price offered by Union Pacific is neither fair or reasonable. The only way to determine 

the fair und reasonable pnce ofthe shares it to determine the value ofthe .ine to other 

possible bidders and that can only be done by expert analysis of traffic. uch analysis 



cannot be done on this record as the Board has denied the respondents the required time 

to do so. 

In addition to failing to address the significance ofthe Comail offer, which 

Union Pacific management rejected (indicating that the offer was insufficient), the 

justification for ihe cunent application is incredible, a fact which alone should cast doubt 

on the faimess ofthe pnce offered. The Petition is filed, and expedition is sought, 

allegedly, to relieve the Union Pacific Corporation from keeping separate books for the 

SSW. It seeks to tenninate such bookkeeping, not at the end ofthe fiscal year, but at the 

beginning ofthe fourth quarter. Casting funher doubt on that justifica'ion. the merger is 

not with UP or any of its existing corporate entities, a step which would allegedly 

eliminate the bookkeeping in question. Rather, it is with the SSW Merger Corp., a new 

separ-ite entity. How such a merger, creating simply another separate entity, to be 

completed in mid year, avoids maintaining separate books is simply not explained and, 

of course, cannot be justified. Nor is the avoidable cost of maintaining those books set 

forth. Thus. It would appear on -'lis record that the bookkeeping argument is merely a 

mse to force expedited consideration of this petition, an excu.se to avoid the full analysis 

ofthe offer required by law. See Schwabacher v 1 'nitcd States 334 U.S. 182. i 9j 

(1948). 

Respondents, in Mr. Grocki's affidavit, have provided expen analysis of 

the price offer for the 61 outstanding common shares of SSW and have established that 

the support for the pnce submitted by the Petitioner is internally inconsistent. 

Respondent's expert has established that based on the Conrail offer of S 1.9 billion, made 

to the Petitioner one year ago. there is reason to belie-, c that the offered price is 

significantly below the fair market value ofthe SSW shares todav. In the face ofthe 



glanng deficiencies in the Petition and in light ofthe fact that Conrail offered $1.9 

Billion one year ago. hich offer was refused by the petitioner as insufficient, the ref\isal 

ofthe Board to grant the respondents sufficient time to gain the expertise required to 

review this offer an d then to prepare an adequate response is an abuse of discretion. The 

actions ofthe Board fly in the face of the requirements of law. See U.S. v. FCC 652 

F.2d 72. 126 (D.C Cir. 1980). The petition should, therefore, be rejected. 

I l l 

THE PETITION IS PREMATURE 

The need for some action by the Board to relieve anti-competitive effects, 

a possibility which significantly enhances the cunent value of an ownership interest in 

SSW. is not a remote possibility. One ofthe effects of monopoly is poor service. Since 

this merger and that ofthe BN-SF were approved, transcontinental carload transit times 

have deteriorated, car service from the mega-merger westem earners to the existing 

smaller eastem lines has deteriorated. Thus, the mega-mergers have not enhanced 

efficiency. Profitability has also not been enhanced. Funher. rerouting of traffic which 

allows the abandonment of disfavored lines, such as that rerouting which is a stated 

objective of this merger application, is resulting in a cominuation ofthe destmction of rail 

capacity, restncting the ability (,f the railroad industry to respond to either increased 

market demand or to national emergencies. These effects are not in the public interest 

and stand as wamings ihat the Board should not allow itself to be nished in its 

consideration of merger applications, particularly those presented for expedited 

consideration tor incomprehensible reasons such as the instant application. 

Toward the end of tnmming its system, the Petitioner gives as its second 

justification the need to control the routing of cars shipped over its lines. This pan ofthe 



petition matenally increases the chance of the merger having a marked anti-competitive 

effect as well as a generally detnmental effect on the national interest. UP w-ll use its 

routing ability (now controlled by shippers due to the distinctions between componem 

companies which Petitioner seeks to eliminate) to route all traffic on the few main lines 

UP chooses to maintain. These lines will be selected which generally serve markets at 

the least cost to UP or which provide its competitors with the least access to UP shippers 

These lines will not be selected because they are the routes which will provide the 

shippers w ith the most efficient service 

Where, as here. Petitioner controls one half of all railroad trackage west of 

the Mississippi, i.e. in two thirds ofthe Cominental L'nited States, the consequmces of 

downgrading of th : railroad's physical plant must be considered. Tlds control of 

roming, to be accomplished by divesting the component segments ofthe UP-SP system 

of their semi-separate identity, will deny the shippers any ability to detennine what 

services are most favorable for their needs. 

It must also be noted that cars released by shippers without specific 

routing instmctions are routed by the onginating railroad. Shippers who are concemed 

with their costs or with the amval time of shipped goods routinely insist on specific 

routes for their cargo. The shippers who an- exercising this right are apparently choosing 

'outes which L P does not favor. They do so because it is to their economic advantage to 

do so. Thus, it is submitted thai the Petition w,ll adversely effect the vability of 

thousands of shippers, none of whom have received notice of this petition. 

In the instant application, the effect of routing control will be that lines 

drained of tratfic by the exercise of such control will be quickly downgraded, (action 

which requires no Board approval), cr broken (action requinng Board approval). Either 



action by UP will make restoration of ftill service, or, indeed, any service, on the effected 

lines extraordinanly expensive. 

Requiring UP to divest itself of lines which cannot be used without 

substantial capital investment may be a futile exercise. The five year review of ami 

competitive effects of this merger is. thus, rendered superfluous. By maneuvering traffic 

UP can reduce track capacity, without further action by this Board. Track capacity can be 

reduced to the point that Petitioner will be able to argue that the plant remaining, after 

five years, can not accommodate the additional traffic. Granting trackage rights, which, 

by that time, may be the Board's only option to restore some measure of competition in 

the effected region, will be rendered impossible. This application is thus, aimed at 

fhistratmL' the Board's ability to cany out its mandate of assunng the adequacy and 

efficiency ofthe nation's railway system. 

Consideration of this Petition should be denied until the end ofthe five 

year moratonum in order to fairly detennine the value ofthe petitioner's shares at the 

only time when their purchase by anyone may become necessary to carry out national 

transponation policy. 

CONCLUSION 

The instant application is premature and unnecessary. The expedition of 

this petition simply prevents the Board from fulfilling its legal mandate. A decision based 



upon this record can -.ot be justified as no opportunity to determine the fair and reasonable 

value ofthe sharts in question has been afforded to the Respondents 

Dated New York, New York 
September 10, 1997 

Respeaflilly submitted 

McHugh & Sherman 
Attomeys for Respondent 
Homer Henry 
20 Exchange Place 
New York, N Y 10005 
212-483-0875 



CERTIFICATE OF SERVICE 

I hereby cenifS' that a tme copy of the foregoing "OBJECTIONS OF RESPONDENT 

HOMER HENRY" was served this 11* day of September, 1997 on individuals listed below. 

Carl W. Von Bemuth 
Union Pacific Corporation 
.Martin Tower 
Eigth and Eaton Avenues 
Bethlehem. Pennsylvania 18018 

James V. Dolan 
Law Depanment 
Union Pacific Railroad Company 
Southem Pacific Transportation Company 
1416 Dodge Street 
Omaha. .Nebraska 68179 

Josph S. Guzman 
P.O. Box 92315 
Pasadena. Califomia 91109-2315 

Donald and Benjamin Zatz 
62-27 108"" Street 
Apartment 1-8E 
Forest Hills, New York 113 75-1140 
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MCHUGH & SHERMAN 
.MTORNF.YS AT lA^ 

20 EXCHANGE PLACE, SIST FLOOR 

NEW YORK, N Y. 10005 

(212) 483-0875 

FACSiMiLt (212) 483-0876 

lOHK r MrHUCH* 

r̂ EBORAH SHFRMAN 

: 'NA SACHELI 

• • \ . 50 ADMiiTfD IN O H I O 

mt 

ATRICK QUAST 

F COUNbtL 

September 10, 1997 

Secretary 
Surface Transpiration Board 
1925 K Street. N W Suite 715 
Washington, D C 20423 

re: Union Pacific Corporation, Union Pacific Railroad Companv and Missouri P;:. itlc 
Railroad Companv - CDrilroI and merger - Southern Pacitic Rail Corporation, Southern 
Pacific I ransportation Companv. St Louis Southwestern Railway Company, SPCSL 
Corp and the Denver and Rio Grande Western Railroad Company 

Finance docket No 327')0 

Dear Sir or Madam 

Enclosed please fmd the original and twenty five copies ofthe objections of 
Respi ident Homer Henry to the petition as well as of a certification ofservice 

1 hank vou for your attention to this matter 

Verv tmlv vours 

cc Cari U \ on Bernuth 
Lnion Pacific Corporation 
Martin Tower 
E.iuht and E.aton .Avenues 
Bethlehem. PennsyKania 180 

cHuuh 



James V Dolan 
Law Department 
Union Pacific Railroad Company 
Southern Pacific Transponation (̂ 'ompany 
141(- Dodge Street 
Omaha, Nebraska 68179 

Joseph S Guzman 
PO Box 92315 
Pasadena, Ca 91109-2.115 

Donald and Benjamin Zatz 
62-27 108th S'reet Apt 1-8E 
Forest Hills, N Y 11375-1140 



BEFORE THE 

SURFACE TRANSPORTATION BOARD 

Finance Docket No. 32760 

UNTON PACIFIC CORPORATION. UNION PACIFIC RAILROAD COMPANY 
AND MISSOURI PACIFIC RAILROAD COMPANY 

- CONTROL AND MERGER -
S 0 U T H I : R N PACIFIC RAIL CORPORATION, SOUTHERN PACIFIC 

TRANSPORI ATION COMPANY. ST. LOUIS SOUTHWESTERN RAILWAY 
COMPANY. SPCSL CORP. AND THE DENVER AND 

RIO GRANDE Wi:STERN RAILROAD COMPANY 

OBJECHONS OF RESPONDENT 
HOMER HENRY 

Respondent, Homer Henry, is the owner of one of the 61 outstanding 

privately held common shares ofthe St. Louis Southwestern Railway Company (SSW). 

Respondent oppo.ses the petition as being: 1. inconsistent with the public interest, 2. 

inconsistent with the prior order ofthe Surface Iranspiration Board approving the merger 

between the Union Pacific and Southern Pacific controlled corporations and, 3. because 

the petition seeks to impose an unfair price for the shares in Lssue without giving the 

respondent adequate time to respond 



FACTS 

The material fact which must be considered in this matter is that three 

holders of the shares in question are individual investors of advanced age, one is 95 years 

of age. This respondent is retired, 87 years of age, and in extremely poor health. Yet he 

has been asked to respond to this petition on an expedited basis. Respondent does not 

have counsel on his staff. He has no expert knowledge of railroad finance, nor does he 

have any knowledge which would allow him to quickly obtain such expertise. H'̂  has no 

means of reactmg quickly with the expertise needed lc respond to the petition Yet, here, 

in response ic the peMtion for additional time filed by fellow respondent, Donald Zatz, 

these elderly respondent.̂  including this Respondent, have been held to an expedited 

schedule and to the standards of expertise w hich would be required of a mega-railroad, 

indeed, to higher standards. While il took Union Pacific, a major corporation with a huge 

staff of resident experts and unlimited funds for consultants, over a year to get lo the 

point where it could file this petition, this Board has given these old men less than two 

months to respond. 

BY ALLOWING EXPEDI fED CONSIDERATION OF THIS 

PETITION THE BOARD DENIES RESPONDENT 

DUE PROCESS OF LAW 

Petitioner demanded, and the Board has granted, expedited consideration 

of this Petition. Had this case bee.̂  before any Court in the land, sufficient time for 

disco\ ..ry and to form an adequate response, would have been provided on these facts. 

Thus, the Board"s continuing on an expedited .schedule with thij pefition is a denial of 



due process to the respondents and assures that no finding of the Board can be fair and 

reasonable. 

The standards applicable to the review of the petition are whether the 

merger proposed "w ill be consistent w ith the public inlcrest," whether the terms of tht: 

merger are "just and reasonable" and whether the merger is undertaken with the conse it 

ofthe majority ofthe shiireholders ofthe merging companies. Schwabacher v. United 

States . 334 U.S. 182, H 6 (1948). The petition here in issue attempts to deal only win 

the second of these considerations, the faimess ofthe price. It does that summarily and 

seeks to stampede this Board into granting the petition without mandated consideration. 

It is submitted th.;t the schedule imfK)sed by the Board and the denial ofthe responder l i ' 

request for sufficient time to respond, eliminates any possibility that the Board can meet 

the standard of care imposed by law on such determinations. 

II 

THE PRICE PRESENTED FOR THE SHARES IS NOT FAIR AND REASONABLE 

Shares of the St. Louis Southwestem Railroad (SSW) are not publicly 

traded and have not been tor over twenty years. The only metĥ  J of detemiini.ig the fair 

v alue ot the shares is by detailed analysis of the railroad's value ba.sed upon its revenues 

and/or its value to other carriers based upon its traffic. As is set forth in the affidavit of 

Jack Grocki. submitted in support ofthe Response of Donald Zatz and Benjamin Zatz, 

V hich aifidavii is ado;)ted herciii by reference, that analysis cannot be done on this record 

as the documentation needed to do that analysis was not made available to the 



respondents in timely fashion, due to the Board's refusal to grant respondents time to 

analyze the documents. 

SSW is om of two rail systems serving a major share ofthe nation's 

petrochemical industry , the other being the petitioner's Missouri Pacific Railroad 

Company. I he Board, in ai'owin^' thi 'er ofthe Union Pacific system with that ofthe 

Southem Pacific system, acknowleoged the possible anti-competitive effect of including 

the SSW within the merged company. It granted the petition retaining jurisdiction to 

review the anti-competitive effects of the meiger of the SSW into the UP system over a 

five year period. 

Should an anti-competitive efiect be shown during this period, the Board 

has retain d the option to then determine whî t remedial steps are required to relieve the 

situation. Only two such remedies are available, granting increased access to the line's 

customers by other earners or divestiture, including, perhaps, adding the SSW to some 

)tht.T major operatoi s property. The possibility that SSW may be the subject of a 

bidding' w^r between the remaining major railroads, all ofwhich connect with SSW and 

all ofwhich could materially benefit fonn ownership ofthe SSW in the futu'-e. has a 

direct effect on the market value of SSW. Ihis future is not considered in the Petitioner's 

price. Indeed, the only information available relating to the possible value of he SSW to 

another operator is the price offered by Conrail for a major portion of but not all o f the 

SSW, $1.9 Billion. I hat price is $10,900 per share. I hat price is substantially more than 

the Union Pacific figure. That price provides the Board with a clear indication that the 

price offered by Union Pacific is neither fair or rea.sonabIe. The only way to detCiTnine 

the fair and rea.sonabIe price of the shares it to determine the value of the line to other 

possible bidders and that can only be done hy e.<pert analysis of tratfic. Such analysis 



cannot be done on this record as the Board has deiiied the respondents the required time 

to do so. 

In addition to failing to address the significance of the Conrail offer, which 

Union Pacific management rejected (indicating that the offer was insufficient), the 

justification for the cunent application is incredible, a fact which alone should cast doubt 

on the faimess ofthe price offered. The Petition is filed, and expedition is sought, 

allegedly, to relieve the Union Pacific Corporation from keeping separate books for the 

SSW. It seeks to terminate such bookkeeping, not at the end ofthe fiscal year, but at the 

beginning ofthe fourth quarter. Casting further doubt on that ju^^tification, the merger is 

not with UP or any of Us existing corporate entities, a step whicn would alli.-gcdiy 

eliminate the 'bookkeeping in question. Rather, it is with the SS W Merger Corp., a new 

separate entity. How such a mer̂ .et, creating i-imply another stparate entity, to be 

completed in mid year, avoids niaintnining separate books is simply not explained and, 

of course, cannot be justified. Nor is the avoidable cost of maintaining those books set 

forth. I hus. It would app-'ar on this record that the bookkeeping argument is merely a 

ruse to force expedited consideration of this j)etition. an excuse to avoid the full analysis 

ofthe offer required by law. See Schwabacher v. United States, 334 U.S. 18?, 196 

(1948). 

Respondents, in Mr. Grocki's affidavit, have provided expert analysis of 

the price offer for the 61 outstanding common shares of SSW and have established that 

the support for the price submitted by the Petitioner is internally inconsistent. 

Respondent s expert has established that based on the Conrail offer of $1.9 billicn, made 

to the Petitioner one year ago, there is reason to believe that the offered price is 

significantly below the fair market value ofthe SSW shares today. In the face ofthe 



glaring deficiencies in the Petition and in light ofthe fact that Conrail offered $1.9 

Billion one year ago, which offer was refused by the petitioner as insufficient, the refusal 

ofthe Board to grant the respondents sufficient time to gain the expertise inquired to 

review this offer and then to prepare an adequate response is an abuse of dLscretion. The 

acfions of the Board fiy ir; the face of the requirements of law. See U.S. v. F.C.C. 652 

F.2d 72, 126 (D.C. Cir. 1980). The petition should, therefore, be rejected. 

HI 

THE PETITION IS PREMATURE 

The need for some action by the Board to relieve aiiti-competitive effects, 

a possibility which significantly enhances the cunent value of an ownership interest in 

SSW. is not a remote possibility. One of the effects of monopoly is poor service. Since 

this merger and that of the BN-SF were approved, transcontinenial carload transit times 

have deteriorated, car service from the mega merger westem earners to the existi ig 

smaller eastem lines has deteriorated. I hus, the mega-mergers have not enhanced 

efficiency Profitability has also not been enhanced Further, rerouting of traffic which 

allows the abandonment of disfavored lines., such as that rerouting which is a stated 

objective of this merger application, i.̂  resulting in a continuation of the destruction of rail 

capacity, restricting the ability ofthe railroad industry to respond to either increased 

market demand or to national emergencies. These effects are not in the public interest 

and stand as warnings that the Board should not allow itself to be mshed in its 

consideration of merger applications, particularly those presented for expedited 

consideration for incomprehensible reasons such as the instant application. 

Toward the end of trimming its system, the Petitioner gives as its second 

justification the need to control lhe routing of cars shipped over its lines. This part ofthe 



petition materially increases the chance ofthe merger having a marked anti-competitive 

effect as well as a generally detrimental effect on the national interest. UP will use its 

routing ability (now controlled by shippers due to the distinctions between component 

companies which Petitioner seeks to eliminate) to route all traffic on the few main lines 

UP chooses to maintain. These lines will be selected which generally serve markets at 

the least cosi lo UP or which provide its competitors with the least access to UP shippers. 

These lines will not be selected because they are the routes which will provide the 

shippers with the most efficient service 

Where, as here. Petitioner controls one half of all railroad trackage west of 

the Mississippi, i.e. in two thirds ofthe Continental United Stales, tiie consequences of 

downgrading of the railroad's physical plant must be considered. This control of 

routing, to be accomplished by divesting the component segments ofthe UP-SP system 

of their semi-j eparate identity, will deny the shippers any ability :o determine what 

services are n.ost favorable for their needs. 

It must also be noted that cars r :Ieased by shippers without specific 

routing instructions are touted by the originating railroad. Shipiters who are concemed 

with their costs or with the anival time of shipped goods routinely insi.st on specific 

routes for th.-ir cargo, i he shippers who are exercising this right are appaiently choosing 

routes which UP does not favor. They do so because it is to the-ir economic advantage to 

do so. I hus. it is submitted that the Petition will adversely effect the viability of 

thousands of shippers, none of whom have received notice of this petition. 

In the instant application, the effect of routing control will be that lines 

drained of traffic by the exercise of such control w ill be quickly downgraded, (action 

which requires no Board approval), or broken (action requiring Board approval). Either 



action by UP will make restoration of full service, or. indeed, any service, on the effected 

lines extraordinarily expensive. 

Requiring UP to divest itself of lines which cannot be used without 

substantial capital investment may be a futile exercise. The five year review of anti 

competitive effects of this merger is. thus, rendered superfluous. By maneuvering traffic 

UP can reduce track capacity, will,out further action by this Board. Track capacity can be 

reduced to the point that Petitioner will be able to argue that the plant remaining, af\er 

five years, can not accommodate the additional traffic. Granting trackage righis, which, 

by that time, may be the Board's only option to restore some measure of competition in 

the <;ffected region, will i>e rendered impossible. This application is thus, aimed at 

frustrating the Board's ability to carry out its mandate of assuring the adequacy and 

efficiency ofthe nation" s railway system. 

Consideration of this Peti lion should be denied until the end of the five 

ye.ir moratorium in order to fairly detennine the value ofthe petitioner's shares at the 

only time when their purchase by anyo'ie m.ay become necessary to carry out national 

transportation policy. 

CONCLUSION 

1 he instant applicatio.i is premature and unneces.sary. The expedition of 

this petition simply prevents the Board from fulfilling its legal mand̂ .te. A decision based 



upon this record cannot be justified as no opportunity to determine the fair and reasonable 

valu.̂  of the shares in question has been afforded to the Respondents. 

Dated New York, New York 
September 10, 1997 

Respectfully submitted 

McHugh & Sherman 
Attorneys for Respondent 
Homer Henry 
20 Exchange Place 
New York, N Y 10005 
212-483-0875 
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UNION PACmC CORPORATION. UNION PACIHC RAILROAD COMP Am' 
AND MISSOLTU PACIHC RAILROAD COMP.ANY-CONTROL AND MERGER-

SOLTHERN PACIHC RAIL CORPORATION, SOUTHERN PACIHC 
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Deadcd September 26, 1997 

This deasion addresses whether the terms of the proposed merger of St Louis 
Southwestern Railway Company (SSW) into SSW Merger Corp , includmg without limitation the 
$6,800 pei <;harc pnce to be paid to the four minoniy shareholders who own the 61 shares of 
SSWs common stock that are publiciy held, are just and reasonable 

BACKGROUND 

tn Union Pflnfir rnrporaiion Uninn Pacific Railr,iiifl Company nnd Mi<«>..n P.̂ fj,-
Railfoati Cnmnanv-rnnrrnl and Merecr-Snuthern Pacifir Rail romnratinn <;o..tĥ  Par.fir 
IranSOanatiOn Comnanv St. Loms Southwenerri Railway Cnmpanv SPCSI, Corp «nri Thr 
Pcnvcr snd Rio frranrif Wcstem Railroad Company Finance Docket No 32760 Decision No 44 
(STB served Aug 12, 1996) (UP/SP Dcc Nn 44), we approved the common control and merger 
ofthe rail earners controlled by Umon Pacific Corporauon (Union Paiafic Railroad Company and 
Missouri Pacific Railroad Company) and the rail camers controUed by Southerr Pacific Rail 
Corporauon (Southem Pacific Transportation Company, St Louis Southwestern Railway 
Company, SPCSL Corp , and The Denver and Rio Grande Westem Railroad Company)' 

The common control auihorued m LTP/SP Dec Nn ^ was consummated on 
September ! 1. 1996, with the mergei of SPR w.Ji and into UP Holding Company, Inc , a direa 
wholly owned subsidiary of UPC 

In the application filed on November 30, 1995, applicants had noted, among other things, 
that, in effeauating LT/SP common control, they intended to merge SPT, SSW, SPCSL, and 
DRGW mto UPRR, although they aiucd that these companies might retain their;tparate 
existence for some time Sfifi UP/SP Pcc Nn 44. slip op at 3 With respea to SSW. applicants 
had specifically noted thai, although SSW had a small number of minonty equity holders and 
although the Federal Railroad Administration (FRA) held certain SSW redeemable preference 
shares, the application did not include a request for a Schwaharhrr determination- with respect to 
the compensation that might be paid to SSW secunty holders m conncaion with a merger of SSW 

In UP/SP Dec Nn 44 Union Pacific Corpoiiation was referred to as UPC, Union 
Pacific Railroad Company was referred to as UPRR, Missoun Pacific Railroad Company was 
referred to as MPRR, UPRR and MPRR were referred to collcaively as UP, Southem Pacific 
Rail Corporauon was referred to as SPR, Southem Pacific Transporuuon Company was refmed 
to as SPT, St Louis Southwestem Railway Compa.ny was refened lo as SSW, SPCSL Corp was 
referred to as SPCSL The Denver and Rio Grande Westem Railroad Company was referred to as 
DRGW, SPT. SSW, SPCSL. and DRGW were refen-cd to collecUvely as SP, UPC, UP, SPR, and 
SP were referred to collecuvely as "applicants", and the applicauon that had been filed by 
applicants on November 30, 1995, was vanously referred to as "the application" and "the pnmarv 
application " 

• The reference is to Schwabachei . United .State;; 334 U S 192 (1948) 
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mto UPRR Applicants added, however, that, if they later detcimined to carry out such a merger, 
they would request either a Schwabacher determinauon rcspeaing the terms ofthe merger or a 
declaratory order that no such determinauon was required Set UP/SP Dec No 44 slip 
op at 8 n 6 (second paragraph) 

By peuuon (designated LT/SP-3C6) filed July 17, 1997. the remaming applicants (UPC, 
UPRR, SPR, SPT, and SSW, hereinafier referred to simply as "apolicants") mdicate that MPRR 
was merged into UPRR on January i. I :)97, that SPCSL and DRGW were merged into UPRR on 
June 30, 1997, that the corporate restivcturing ofthe UP/SP system will be completed in 
Febniary 1998 with the merger of SPT into UPRR, and that, prior to and in antiapauon ofthe 
merger of SPT into UPRR, SSW (more than 99 96% ofthe common stock ofwhich is owned by 
SPT)' IS to be merged mto SSW Merger Corp (100% ofthe common stock ofwhich is owned by 
SPT), and SSW Merger Corp is then to be merged into UPRR Applicants have requested, in the 
UP/SP-306 peutioa that we issue a determinauon that the terms ofthe proposed merger of SSW 
mto SSW Merger Corp (in parucular, the 56,800 per share pnce to be paid to the four 
shareholders who own the 61 shares of SSWs common stock that are publiciy held) tre just and 
reaso.-abie ' Applicants seek this detemunauon (1) because they believe the Board is required by 
Schwabacher to make such a detennir.auon to protea nunonty shareholders, and (2) in oruer to 
unmunize the merger of SSW mto SSW Merger Corp fi-om the otherwise applicable state law 
nghts, pamcularly the otherwise applicable .late law appraisal nghts, v-f the four remaining public 
shareholders 49USC I132Ua) 

Our statutory mandate, 49 U S C 11324(c), requires, among other things, that we 
dctermme, in appropnate cases, that the terms and conditions of certam transactions affecung 
stockholders are just and reasonable ScC. C.g„ UP/.SP Tter Nn jlip op at 177, Union Panfir 
Corp ct al -rnm -MO-KS-TX Cn n al. 4 I C C.2d409. 515 (1988) ("in appraising this 
trai «aion aJccung the nghts of stockholders, it is mcumbeni upon us to see that the mterests o*" 
mi:. .Ity stockholders are proteaed and that the oveiall proposal is just and reasonable to those 
Stockholdtrs SchwabachCT V United SiaiCS. 344 U S 182, 198. 201 (1948) ") Actmg in 
comphano- with this, sututor̂ ' .iiandaie, wc announced, in a deasion served July 29, 1997, and 
published that flay in the Eedcial Ecgmcr at 62 FR 40566, that we had been asked to issue a 
finding that, and we were therefore soliatmg commenu fi-om all mteresied persons respeaing 
whether, the terms and cond:.ions of the proposed merger of SSW into SSW Merger Corp were 
just and reasonable We requested that any comments be filed by August 28. 1997 

By decisions served August 20, 1997. and September 5. 1997. the due date for filing 
comments was extended, first to September 8, 1997, and then to September 11, 1997 

Comments objecung to the detemunation sought in thr UP/SP-306 petition have been 
filed by the four public shareholders Benjamin Zatz, Donald Zatz, Joseph S Guzman, and 
Homer Henr> ' 

' SPT owns 173,239 ofthe 173.300 shares of SSW common stock 

' Applicants indicate that, pnor to and independent ofthe merger, the shares of SSW 
preferred stock that are publicly held will be redeemed at par value pursuant to their terms SfiC 
UP/SP-306 at 1 n 2 A, plicants fuither indicate that they have reached an agreemem with FRA 
regsrdmg the treaunem of the FRA pi eference shares, which will remain m existence as 
obUgauons ofthe merged company (ic. UPRR) UP/SP-306 at 3 n 4 

' Ofthe 61 publicly held shares the Zatzes own 55, Mr Guzman owns 5, and Mr Henry 
owm 1 

-2 -
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DISCUSSION AND CONCLUSIONS 

In developing the S6.800 per share price, apphcanu received the advice of and a wnnen 
valuauon fi-om. Credit Suisse First Boston (CSFB). an mvestment banking firm with both 
extensive expenise tn the area of railroad securities and an m-depth knowledge of UP/SP 
operauons CSFB considered, m amvmg at its valuation of SSW stoc*:, a range of peninent 
faaors. tncludin;: SSW financial and operating dau as compared wm financul, operating, and 
stock market informauon for other companies m the railroad indust y, linancial terms of certain 
other recently eflTeaed or proposed railroad transacuons, projeaed SSW cash flow, taking 
account of the forecast synergies of the UP/SP merger; and other relevant infonnation, financial 
studies, and analyses CSFB also considered the compensation SSW shareholders have received 
m exchange for their shares n several older sale transacuons The fsctors that CSFB considered 
are factors that we have found to be acceptable m determining whether the secunties terms of a 
transacuon are, or are not. just and reasonable SfiC. CA, UP/SP P«̂ .- No 44 slip op at 177-78. 
Uninn Pacific CofDOratlon Union Pacific Raiimad rnmpunv and Missouri Pacific Riiiim«H 
ComDanv-CQntrnl-rhicagQ and North We«em Transpnrt«tion Companv and Chipjyr. .nri 
North Westem Railway rnn̂ pitriy Fimnr> Viru-tr.̂  M„ 32133. Decision No 28 slip op at 3 
(ICC served June ::. 1995) 

C 5 ^ . m amving at the S6.800 per share valuatioa used three different valuation 
analyses a comparable company analysis, a discounted cash flow analysis, and a compar'' <le 
acquisiuon analysis Each of these methods produced a different range of values .jer share, 
ranging fi-om a low of $4,155 per share to a high of $6,809 per sharp The comparable company 
analysis, which compared finanaal and operaung d«a for SSW with similar dau for major Class I 
and Class H railroads, resulted m an SSW equity value range of approximately $4,155 to $4,905 
per share The discounted cash flow analysis, which used vanous discount rates and cash flow 
projeaions, resulted in an SSW equity value ranî e of approximately $6,030 to $6,694 per share 
The comparable acquisition analysis, which compared purchase pnces and multiples paid or 
proposed to be paid m .«leaed railroad acquisitions, resulted m an SSW equity value range of 
approximately $5,655 to $6,809 per share 

Because the CSFB appraisal considered faaors that we have found to be acceptable, 
because the calculations contained therein appear to be correa, and because the $6,800 per share 
valuauon urged by applicants is at the top end ofthe range of SSWs common equity value as 
calculated by CSFB, we find that the $6,800 per share valuation is just and reasonable 

The four public shareholders have challenge i the $6,800 per share valuation, but their 
arguments are not persuasive 

(1) It IS argued that the $6,800 per share valuation fails to reflect the $ 1 9 billion SSW 
purchase "offer" made by Consolidated Rail Corporation (Conrail) dunng the course ofthe 
UP/SP control proceeding, scc UP/SP Dec No 44 slip op at 26 n 36 Mr Henry contends that 
the $ 1 9 billion "offer" translates into a $ 10,900 per share valuation The Zatzes contend that this 
"offer" translates into a $13,209 per share valuauon * 

The $ 10.900 and $ 13.209 calculations are flawed in two disunct and significant ways 
Fu-st. the $1 9 billion "offer" was not firm, and thus could not be relied on by UPC, since Connul 
explained that its proposed purchase pnce was based on its esumate ofthe operaung cash flow of 

The $10,900 calculation appears to have been amved at by dividing $1 9 bilUon by the 
173,300 SSW shares, and then rounding off the $10,963 quotient The $13,209 calculation, 
which IS premised upon the nouon that the $19 billion "offer" was for only 83% ofthe SSW, was 
am ved at (a) by dividing $ 1 9 biUion by 83%, which works out to a $2,289,1 .»6.627 "offer" for 
100«/o ofthe SSW. and then (b) by dividing $2,289,156,627 by the 173,300 SSW sbwes which 
works out to $ 13,209 per share 
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the properties to be acquired, and thai the offer wouid bi adjusted accordingly if the estimate 
proved not to be corr*-. ' Further, only a pan of the "offer" represented cash thai would be 
available for cquir- beholders, with the remainder an undisclosed amount of assumed debt 

Second, the $10,900 and $13,209 calculations, by making no adjusunent for the fan that 
the Conrail "offer" encompassed a large pan of SPCSL and imponaiii pieces of SPT. significantly 
oversute the poruon ofthe "offer" that refleaed SSW properues Th.̂  $1 9 biliion "offer was 
pjt for SSW as such, but rather was for a collecuon of assets that Conrail referrcJ to as the 
"SP EaK," by which was meant SP's propmies in Texas, Louisiana, and Arkansas. SP's eastern 
mam Itnr. m Missoun and lUmois. ail access nghu associated with these lines, and all other assets 
held by SP or its affibates and uaed or usefiil for the maimenance and cpermuon of theae Imes' 
The SSW, however, consututed only a portion ofthe SF tasi * Further, the "offer" aiso included 
"an appropnate number" of locomouves, rolling stock, and other equipment, which, as applicants 
have explained, was not hmited to SSW equipmem Even assunung that tiie $1 9 billion "offer" 
was finii. there is really no way to determine what, if anything, Coni^' would have offered for the 
3SW alone, or evtr. for that pan of the SSW that was embraced wiua i the SP East AJl that can 
be s.̂ d with certamty is that any such offer would have been tor »ob»tantiallv less than 
$1 ' bilLon 

(2) It is argued, u. v-ssence. ilvt the $1,178,440,000 toul valuation proposed by 
applicanu'° reflects the past but makes no allowance for the future The value ofthe SSW 
fi^chise, this argument mns, may be on the verge of a dramatic increaae, in view ofthe proposed 
acquii.uon of Connul by CSX Corporauon (CSX) and Norfolk Southem Corporation (NS» SfiC 
C I X CoroaraHQn and CSX Transnonation lne Norfolk Southern CofT>nratinn , M M^̂ rfplj, 
S.̂ Uthcm Railway rnmnflnv-CQntrol and Oneratmg I,eases/A.ffeem«^twronrail inr «nri 
^on«p|]dalri Rail C:nrT?nniTinn STB Finance Docket No. 33388, Decision No 12 (STB served 
July 23, 1997, and published that day m the £cdcal Register at 62 FR 39577) It may well be 

' Applicants have explamed that this valuation method, which Conrail never applied to 
actual SP data, appears very similar to the unrebuned "disô  inted cash flow" analysis that CSFB 
perfonned with respect to SSW, and which, afler takinir xount the forecast synergies ofthe 
UP/SP merger, produced an estimated per share val' of $6,030 to $6,694 

• To be precise, the term "SP East" was intcw . to encompass (1) SP's lines fi^oir 
Chicago and St Louis to Galveston, TX, and Brownsville, TX, and fi-om New Orieans to 
Spofford, TX Eagle Pass. TX and El Paso, TX including all conneamg trackage and spur lines 
serving Ailoti IL, New Madnd, MO, Memphis, TN, Little Rock, AR, Indiana, AR, 
Brcaux Bridge. LA, and all intemieoiate Texas points, (2) all trackage, haulage, and access nghts 
assoaated with these lines and SP's ownership of, and nghu m, the jointly used UP-SP line 
extending from East St Louis to Jonesboro. AR, (3) SP's interest in the Alton & Southem 
Railway Company and the Temunal Railroad Associauon of St Louis, and any other ternunal 
railroad servmg uaffic onginaung/ter "inaung on the acquired lines, (4) SP's imerest in vanous 
bndge companies necessary to tlie t..eaive operation ofthe acquired lines. i.-d (5) all other assets 
(including yards, storage facilities, and siUmgS) opuons for same, or other facilities used or held 
by SP or lu affiliates for the maintenance, operation, and efficient use ofthe acquired Unes and 
assets See UP/SP Dec No 44 cl.p np „ -yt 

' See UP/SP Dec, No 44. slip op at 15 "SSW operates approximately 2,200 miles of 
main line and branch line in the Central Umted Sutes SSV "s main Une mns from Sanu Rosa, 
NM to Kansas City and St Louis Operations between Tor ska, KS, and St Louis are over 
trackage nghts on UP SSW main lines extend from St Uuis south to Shreveport, LA, and 
Corsicana, TX" 

10 This figure is derived bv multiplying the $6,500 per share valuation by the 
173.300 shares 
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this argument continues, that SSW someday will be worth much more to. and tht-efore might be 
subjea to acquisiuon by. either a post-merger CSX/Conrail or a post-merger NS/Conrail " 

This approach, which is premised upon the nouon tfiat certam uiffic reaUgnments might 
be expeaed to foUow m the wake of the proposed division of Conrail by and between CSX and 
NS, IS toully speculative m that it is enurely directed to SSWs fiiture valuation (under an as yet 
uMdetermmed future rail realignment) and not to SSWs present va>uauon The unusual and 
speculauvr namre of this approach is highlighted by the Zatzes' wiuiess, Mr Grocki, who states 
that "if the fCSX-NS-Conrail) merger is approved, the value ofthe SSW could tj£ substantially 
gieater than lu value Uidas ' John J Grocki statement dated September iO, 1997, at 4 (emphasis 
added) The recently filed Conrail merger appiication is now pendmg before us, and our final 
wntten deasion on the ments of that appUcauon will not be issued until June 8, 1998 It suffices 
to say that even if (a) the Conrail merger appUcaUon is ultimaidy approved, and (b) the UP/SP 
oversight process ulunaiely resulu m the forced diveiuture ofthe SSW Unes, any sale of those 
Unes will not occur in the reasonably foreseeable fiiture, and the purchaser of SSW will not 
necessarily be either a post-merger CSX'Conrail or a post-merger NS/Conrail The cmcial issue 
we must resolve now, however, is what SSW is worth today, not wl-at SS'V might be wonh at 
some uncertain time m the fiiture 

(3) It is argued, m essence, that, u\ requiring that commenu be filed no later than 
September 11. we have not accorded the four pubUc shareholders, who are not skilled in matters 
of railroad finance, suffiaent time to paructpaie effectively in this proceedmg. and have tliereby 
violated the most basic prwciples of due proceu 

This argument fails both because the four pubUc shareholders bani been afforded sufficient 
time to parucipate effectively m this proceeding" and also because there is no reason to believe 
that they could parUcipate any more effeaively no matter how much more time they were 
allowed There are e&senually only two approaches (one financial, the other econometnc) that 
could be taken ir. seeking a valuauon higher than $6,800 per share, and there is no reason to 
beUeve that the results of either such approach might cause us to conclude that the $6,800 per 
share valuauon is too low The financial approach would entail an analvsis ofthe CSFB appraisal 
tnc'or itie preparation of a similar appraisal (with a higher per share bottom lint, However, m 

" There is no reason to think that UP would willingly sell off SSW, but, m at least one 
conceivable circumstance, such a sale couid occur without UP's concunence SfiC UP/SP Per 
Na_M. sUp op at 146 (emphasis in onginal) "We impose as a condition to approval of this 
merger oversight for 5 years to examine whether the conditions we have imposeo nave effeaively 
addressed the competuive issues they were imended to remedy We retain junsdiaion to unpose 
addiuonal remedial cc-'ntions if. and to the extent, we determine that the conditions already 
imposed have not effeaively addressed the compttiuve harms caused by the merger " Divestiture 
IS one ofthe addiuonal remedial conditions we can impose See UP/SP Per Nn 44 slip op at 
231, ordermg paragraph 6 

" This sutement is atuched to the suiement of Benjamin Zatz and Donald Zatz. filed 
September 11, 1997 

" The same result holds even if it is assumed that the Conrail merger appUcauon will 
" r T c ^ , , ^ ^ ' ^ '^^ P^°«^ ^" "'«"~«ly resuU m the acquisition 
of the SSW Unes by a still independem Conrail Any such acquisition wiU not occur in the 
reasonably foreseeable fiiture 

" The four pubUc shareholders could have sought counsel at ny time after receiving their 
copies ofthe UP/SP-306 peution (which, appUcants sute, were served on the four pubUc 
shareholders on July 14, 1997). and they are now represented by counsel They hav had eight 
fijil weeks (from July 14 to September 11) to analyze, or to have others skilled m railroad finance 
analyze, the matters addressed m the UP/SP-306 petiuon 
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our opuiion, the CSFB appraisal is entirely persutsive. a.nd thus another fina.icial analysis would 
not lead to a different resuh The econometnc approach, which might be based upon an analysis 
ofthe Carload Waybill Stausucs daubaae, would focus upon the traffic rr̂ Ugnments tiut mii;ht 
be expeaed to occur ifand when Conrail is divided by anr between CSX and Th* 
econometnc approach aiso wouid fail becauae, as noted aliove, tiut approa'th ai'drcMcs tho 
fiiture, not the presenr " 

(4) It IS argued by Mr Henry thai the merger of SSW mto SSW Merger Corp will itself 
have anucompetiuve effects, and will not be m tiie pubUc interest, m tiiat tiiis merger (and, more 
broadly, the merger of all of the SP raiU-oads into UPRR) will give UP/SP inert aaed routmg 
power and will allow it to downgrade, and perhaps to abandon, certam luies I', is therefore 
requested that the UP/SP-306 peution be held in abeyance until the end ofthe oversight penod 

This argument fails because it amoums to a collateral attack upon UP/SP Dec No it 
was that dea uon, not the deasion issued today, tiiat allowed appUcanu to rr.c.gc iSW (indeed. 
aU ofthe SP raUroads) mto UPRJt Moreover. UP/SP cannot, by downgrading or abandoning 
certain Unes. undermme our oversight jurisdiction, and ary fimire abandonments remam • bjea to 
our pnor approval 

liodiog Ve find, based upon ti.e f vidence of record m this pruceeiiing, that the terms of 
the proposed merger of SSW mto SSW Merger Corp , in. .jding without hmitation the $6,800 per 
share pnce to be paid to the four mmonty shareholders, are just and reasonable 

This action will not significantly affea either the quality ofthe human envirorment or the 
conservauon of energy resources 

iLisjudeted 

1 Tius proceeding is disco:itinued 

2 This deasion is effeaive on the date of service 

By the Board, Chainnan Morgan and Vice Chaiiman Owen 

The due process argument is accon panied by an argument to the effec* that a delay in 
issuing a final deasion in this proceeding would not harm any of applicants' legitimate mterests 
We rqea this argument because we agree with applicanu that the merger of SSW into SSW 
Merger Corp is an mtermediate step in the process of merging ail ofthe SP railroads mto UPRR, 
with the uiumate merger of SPT -Jito UPRR now scheduled to occu; m Febniary 1998 that the 
merger of aii ofthe SP raiU-oads mto UPRR will fisciliute the achievement ofthe benefiu ofthe 
UP/SP merger by aiiov,ing UP/SP customers to enjoy the fiiil benefits of single-line and single-
system service, an<l oy allowing UP/SP to uke advantage ofthe administrative effidmaes of 
operaung u a single company, itiat, with the merger of all ofthe SP rmiU-oads mto UPRR, UP/SP 
wili no ionpu required to riamum the recordkeeping systems necessai> tc record costs and 
revenuft assoaated .vith eacn separa company, and that, if the merger of SSW into SSW 
Merger C.irp , and the s;ibsequent r erger of SSW Merger Corp mto UPRJl, cannot be 
complaed beio.c »he end if the fiscal third quarter on September 30, 1997, UP SP will be 
required to mcu- considerable expenses m connectio". with the prepa iuon of separate SSW 
finanaal statrnems 
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LMON PACIFIC CORPORATION. LTsnON P.^CIFIC RAILROAD COMPANY 
AND MISSOURI PAC IFIC RAILROAD COMPA.vn -CONTROL .AND MERGER-

SOUTHERN PACIFIC RAIL CORPORATION. SOUTHER.\ PACIFIC 
TRANSPORTATION COMPA.V^- ST LOUIS SOUTHWESTERN R.AILWAV-

COMPANY. SPCSL CORP , ANT) THE DENVER AND RIO GR.\NDE 
WESTERN R.AiLRO.AD COMPANY 

Decided Septemoer 5 19̂ )7 

By peution (designated LT'SP-306) filed Julv 17. applicants' seek a determination 
that the terms ofthe proposed merger of SSW into SSW Merger Corp . including th- S6.800-per-
share pnce t..- be paid to the four mmonrv shareholders who own the 61 .lares of SSW's common 
nock that are publicly held, are just and reasonable Sss Schwabacher \ Lniied St̂ ie^ 334 L S 
19:(19'.:8)-

Bv decision served July 29, 1997 (and published that dav in the EedctaJ Reyisier at 
62 FR 40566). we set August 28, 1997. as the due date ov which mterestwd persons could submit 
commems respecting vhether the terms and conditions ofthe proposed merger of SSW into SSW 
Merger Corp are just and reasonab'e • v • set that due date to make possible the issuance of a 
final decision pno. to September 30, N-i?, m view of applicants' cliim that, unless thev were able 
to merge SSW mto SSW Merger Corp pnor to the end ofthe fiscal third quaner, they wojid be 
required to go to the considerable time, expense, and difficalty of prepanng financ statements 
that reflect the operations of SSW as a separate entity 

By petition filed August 15, 1997. Beniamin Zatz and Donald Zatz (petitioners) requested 
a 60-dav extension ofthe comment due date Petitioners indicated ihat thev are two ofthe t. ur 
minontv SSW shareholders, and own 55 of the 61 minontv shares, that thev had devoted 
considerable time to locating and retaining transponation counsel and a financial analyst, that they 
had retained such counsel, but that such counsel needed time to familianze himself with the case,' 
and that it appeared unlikelv that th- .' would be able to retain a fmani.ial analyst sufficienilv m 
advance ofthe comme.it due date Petitioners funher indicated that, because they believed that it 
would be impossible to prepare their comments without first reviewing the w.irkpapers and 
s_pponing documents penaining to applicants' Credit Suisse First Boston appraisal' as well as 
detailed financial statements o.' SSW they had already submitted to applicants their first request 
for the production of documsms 

In our decision served August 20, 1997, we noted that, in our opinion, petitioners had 
failed 10 justify the 60.dav extension they had reques .ed We stated that the central issue posed 
by the UP/SP-306 petition as regards petitioners a ncems the vaiue of the 6; minonty sSW 
shares, that this issue does not appear to be overlv .ompiex, that, given the amoum of time 

As indicated in the decision served July 29. 1997, slip op at 4, the word "applicf nts" 
now has reference to Union Pacific Corporation (UPC) Union Pacitic Railroad Company 
(UPRR), Southern Pacific Rail Corporation i SPR). Southern Pacific Transportation Company 
(SPT). and St Louis Soui.iwesiern Railway Company (SSW) 

• Applicants indicate that the mercer of SSW into SSW Merger Corp will occur pno- to 
and in anticipation ofthe merger, now scheduled to occur in Februarv 1998, of SPT into LTRR 

' Sfifi UP'SP-306. Exhibit A 
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peutioners had alreadv had to develop their case, an extension ofthe length soucht bv petitioners 
was ciearlv excessive, and that, tunhermore. the extension requested bv petitioners would make it 
impossible to issue a tlnal decision on the LT/SP-306 petition pnor to September 30. 19Q- We 
found, however, that, under the circumstances, an extension of 10 davs for the comment due date 
would provide petitioners with sufficient opportunitv to develop their submission while preserving 
our ability to issue a final dt.-ision pnor to September 30. 1997 Accordingly, we extended the 
comment due date for petitioners to Septemoer 8. 1997 

Bv "petition to reooen' filed September 4. 1997, petitioners now seek reconsideration of 
our denial of their request tor a oO-dav extension of the comment due date Contending that thev 
will not have, with the September H du-,: date, a meaningnii opponuniiv to offer tneir own view as 
to the I'air vaiue of their SSW snares, petitic.iers note that the Credit Suisse First Boston 
workpaper were not produced bv applicants until August 2- i'W^. that, because applicants .-lave 
still not responded to petitioners first set ot imerrogaionei I served August lo, 19'̂ -), petitio.iers 
will have to file a motion to compel.' and that tneir newlv retained ecoriomic consuitam. Mr John 
J Grocki, needs at least an additional month to anaivze the carload wavbill statistics database ' 
Petitioners add that, because the Credit Suisse First Boston appraisal was available to applicants 
on r,| 14. 190-. but was not made avanable to petitioners until Julv 14, !<̂ 7̂, anv delav (up to 
the tust three months, anyway) in issuing a linal decision is attnbutable to applicants, that, in view 
ofthe fact that SPT has held at least an 85% ownership interc.n in SSW for a great manv vears 
the notion that substantial resources will be wasted unless SSW is quickiv merted out of existence 
is simply implausible, and that, in anv event, the mergei of SSW into SSW wiraer Corp cart take 
place pnor to our issuance of a decision on the valuation ofthe SSW shares " 

By replv idesigna-cd LT'SP-317) filed September 5. 1997, ar.plicams urge the denial of 
the petition to reopen 

Applicants' LT/SP-3 16 pleading (applicants' responses to petitioners' first set of 
mterrogaiones) is dated September 3, 199- We assume that petitioners had not vet received 
their copv i f the UP'SP-3 16 pleading at the time they filed their petiuon to reopen We note in 
this respect, that we received our copies of th'- LT'SP-3 16 pleadinn on September 4 1997 (the 
date of filing ofthe petition to reopen) Sfifi aim UP'SPO 17 at lo''n 4 (applicants insist that the 
LP/SP-3 16 pleading was hand delivered bv a couner service 'ana signed for at (peiilioners'] 
counsel's building 8 44 p m . September 3") 

Petitioners appear to be suggesting that anv valuation of SSW should reflect the 
proposed acquisition of comrol of Conrail Inc (Conrail) bv CS.X Corporation (CSX) and 
Norfolk Southem Corporation (NS) See CS.X Con^oranon .nH r ^ X TruiTiprnarinn Inr 
^ Q i k Souihem r(7rr(nmion and NorfplK Somhem Rnilwav Companv-rnntroi and Oper.tmp 
Lease.vAt.'rfcmenb--Cnnfail Inc, and Consplidated R;i.i rnrp̂ .̂ mirn STB Finance Docket 
No )3388, Decision No 12 (STB served Julv 23, 1997, and published that dav in the 
fifleiai toier at 62 FR 395^7, Petitioner;; apparentlv envision that a detailed studv ofthe 
carload wavbill statistics would enable them to detennine what potemial traffic diversions could 
be made bv a post-merger CS.X, Conrail or a post-merger NS/Conrail if either such post-merger 
entity were also to acquire ownership of SSW 

" Petitioners apparently do not concede that a post-merger valuation would be governed 
bv federal law (49 U S C 11321 and 11324) and not by state law (the remedies a-ailable to 
dissenting shareholders un'.er the laws ofthe state in which SSW is incorporated) 
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DISCUSSION AND CONCLUSIONS 

Petitioners' arguments are without ment Petitioners received the UP/SP-306 petition on 
or about Julv 14 but inexplicably waited until August 15 to enter a formal appearance in this 
procc-ding In their petition (filed .August 151 for an extension of the comment aue date. 
petiti(,hers indicated that thev needed an extension in order to locate and retain a financial analyst 
and. largelv for this reason, we granted an • 1-dav extension ofthe comment due da't Now. 
howevei, petitioners evidently will nol be retaining a financial anaivst (there is no indication in the 
petition to reopen that petitioners have retained or any longer expect to retain such an anaivst) 
Petitioners now indicate, however, mat they nave retained an economic consultant, and that ne 
needs more time to analyze the carload wavbill statistics 

The econometnc approach, upon which pefiioners have now embarked, will involve an 
analvsis ofthe traffic realignments that might oe expected to follow in the wake o'-'the division of 
Conraii by and between CSX and NS Petitioners will evidentU seeK to argue tha., followini; a 
rail realignment in the Eastern United States the SSW franchise will be worth substantially more 
(either under its present LPC ownersmp. or pursuant to a sale to either CS."^Conrail ir 
NS/Conrail) than it is wonn todav This approach, however, is entirelv speculative The Conrail 
merger application is a recently filed, pending case, and our final wntten decision on the ments of 
ibai gppiication will not even be issued until June 8. 1998 Moreover, this approach is, for the 
same reason, entirelv directed to S"̂ Ws future valuation, not to SSW's present valuation 

We conclude that petitioners have tailed to provide any relevant basis tbr find.ng tnat the 
extension thev seek would i,, anv wav improve their chances of receiving a valuation higher than 
the S6.800-per-share valuation offered bv applicants W e will therefore adhere to Jur 
determination to issue a linal decision bv September 30." and we will denv the petition to reopen 
In the interest of allowing petitioners the maximum possible opponunity to present their case, 
however, we will extend by three days the comment due dite " 

This action will not significantly affect either the quality ofthe human environment or the 
conservation of energy resources 

I : IS ordered 

1 The petition to reopen, filed September 4. 199-. by petitioners Benjamin Zatz and 
Donald Zatz. is denied 

Petitioners indicate that they received the L'P/SP-306 petition ".-.om" time after ' Julv 14, 
5£fi the petition to reopen at 2. but the context suggests that this receipt must have occun-ed 
within a few davs after Julv 14 

" Applicants are conect in their assenion that, unless thev are able to merge SSW mto 
SSW Merger Corp pnor to the end ofthe fiscal third quaner. they will be required to go to the 
considerable time, expense, and difTiculiv of prepanng financial statements that reflect the 
operations of SSW as a separate entitv Sfifi UP'SP-317 at 7 (applicants r j te that, in vi-w of 
already accomplished integration of SSW accounting functions, rhey wcjid incur costs m excess 
of $300,000 if they were required to prepare the data necessarv to allrcate revenues to SSW) 

' Petition,-rs are two of the four minontv SSW shareholders To assure that the other two 
minontv SSW shareholders are kept informed o*' the status of this proceeding, we will direct 
applicants to serve a copy of this decision upon these other two shareholders no later than 
September 11. 1997, and to cenifv to us that such service has been made 
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2 The procedural schedule established in the decision served Julv 29 199'. as modified 
in the decision served August 20, 1997, remains in efiect, except as indicated in orce-ng 
paragraph 3 

3 Comments by petiiioners Benjamin Zatz and Donald Zatz are due by September 11 
199-

4 Applicants reply to anv comments filed bv petitioners Benjatnin Zat; and Donald Zatz 
remains due by September 15, 1997 

5 Apolicants must serve copies of this v'ec:-; n upon the other two minontv SSW 
shareholders by Septemoer 11, 19o- ano must cer. us that sucn service has been made 

6 This decision is effective on the date of >c:\ ice 

Bv the board. Chairman Morgan and Vice Chairman Owen 

V emon A Williams 
Secretarv 

-4-



SERVICE LIST FOR: 09-sep-1997 STB FD 32760 23 UNI^N PACIFIC CCRPORATION ET AL 

FRITZ R KAHN 
1100 NEW YORK AVENUE NW SUITE 7 50 'WEST 
WASHINGTON DC 20005-3934 US 

CHARLES A SPITULNIK 
HOPKINS 4 SUTTER 
888 SIXTEE.NTH STREET NW 
•WASHINGTON DC 20006 US 

ARVID E. ROACH I I 
COVINGTON & BURLING 
PO BOX 7 566 
1201 PENNSYLVANIA AVE N W 
WASHINGTON DC 20044-75 i< US 

Records: 3 

09/09/1997 Paqe 



STB FD-32760 (SUB 23) ID-28213 8-20-97 



28213 SERVICE DATE - LATE RELEASE AUGUo I 20 1997 
EB 

SURF/vCE TRANSPORTATION BOARD 

DECISION 

ST Finance Docket No 32760 (Sub-No 23) 

U>nON PACIFIC CORPORATION UNION PACIFIC RAILROAD COMPANT 
AND MISSOURI PACIFIC RAILROAD COMPAm'-CONTROL AND MERGER-

SOUTHERN PACIFIC RAIL CORPORATION. SOUTHERN PACIFIC 
TRANSPORTATION COMPANV. ST L.OUiS SOUTHWESTERN RAILWAY 

COMPANY. SPCSL CORP AND fHE DENVER AND RIO GRANDE 
WESTERN RAILROAD COMP A M ' 

Decided August 20, 1997 

By petition (designated UP/SP-306) filed July 17, 1997, applicants' seek a determination 
that the terms of the proposed merger of SSW mto SSW Merger Corp , including the $6,800-per-
share pn:e to be paid to the four minontv shareholders who own the 61 shares of SSWs common 
stock that are publiciv held, are just and reasonable SfiC Schwabacher v United''.tai... 334 U S 
192 (1948) • 

Bv decision served Julv 29 !Q97 (and published that day in the Efidcol Register at 
62 FR 40566) we indicated that, becau-.- fhe UP/SP-306 petition implicates our statutory 
mandate and involves a matter that requires expedited regulatory aaion, we would proceed upon 
the schedule sought bv applicants Accordingiv, we set August 28. 1997, as the d tt date by 
which interested persons could submit comments respeamg whether the terms ar • :ond tions of 
lhe proposed merger of SSW into SSW Merger Corp are just and rea.sonable 

By petition filed August 15. 1997. Beniamm Zatz and Donald Zatz (petitioners) request a 
60-dav extension ofthe comment due date Petitioners indicate that they are two ofthe foui 
minontv SSW shareholders that thev own 55 of the 61 minontv shares, that, since receiving the 
UP/SP-306 petition, thev have devoted considerable time to locating and retaining transponation 
counsel and a fmancial anaivst. that thev have now retained such counsel, that such counsel needs 
iirie to familianze himc.lf witii the case, and that it appears unlikely that petitioner- v.-:!! be able to 
retain a financial anaivst sufficienilv in advance ofthe comment due date Peruioners further 
ir Jicate that, because thev believe that it will be impossible to prepare their commems wnthout 
first reviewing the workpapr s and supponing documents pertaining to applicants' Credit Suisse 
First Boston appraisal' as x ell as detailed financial statements of SSW. thev have already 
submitted to applicants then first request for the production of documems (a copy of whicb is 
attached to their petition) 

Aophcams. bv replv (designated UP'SP-3K ) filed August 18, 1997, urge the denial of 
petitioners request for an extension of the commr .i due date Applicams indicate that copies of 
the UP/SP-306 petition were served on petitione , on Julv 14. 1997, that petitioners have been 
given, in effect. 6 f\ill weeks (from Julv 1-1 to August 28) to retain appropriate legal counsel and a 
lin.̂ .ncial analyst, and to prepare their comments, and that the sought extension ofthe commem 

As indicated in - -ie decision served July 29 1997, slip op at 4, the word "applicants" 
now has reference to Union Pacific Corporation (LfPC), Union Pacific Railroad Company 
(LrRR), Southern Pacific Rail Corporation (SPR), Southem Pacific Transportation Company 
(SPT) and St Louis Southwestern Railway Company (SSW) 

- Applicants indicate that the merger of SSW into SSW Merger Corp will occur pnor to 
and m amicipation ofthe merger now scheduled to occur in Februarv 1998, of SPT into UPRR 

' SfiC Lrp/SP-306 Exhibit A 
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due date will impose a considerable burden on applicants because, "unless this mancr is resolved 
befort September 30, the end of SSW's fiscal thirc quarter, UP/SP will be required to undertake 
the expensive and resource-intensive task of preparing financial statements that reflect SSW s 
operauons as a separate company UP/SP-310 at 2 Applicants add that they will respond to 
petitioners' "straightforward discovery requests "as expcdiuously as possible"; and that thev 
have already provided peutioners with a portion of the requested documents UP/SP-310 at 4 ' 

DISCUSSION AND CONCLUSIONS 

Comment Due Date Petitioners hav- failed to justify the 60-day extension thev have 
requested Fhe central issue posed by the UP'SP-306 petition as regards petitioners concems the 
value of the 61 minontv SSW shares This issue does not appear to be overlv complex and. 
given the amount of ume petitioners have already had to develop their case, an extension of the 
length sought by pctiUoners is ci?arly excessive Furthennorp. the extension requested b\ 
petitioners would make it impossible to issue a .inal decision on the UP/SP-306 petition pnor to 
Sept- iper30, 1997 

Under the circumstances, we find that an extension of 10 days for the comment due date 
will provide peuuoners with sufTicient opportunity tc develop their submission while preserving 
our ability to issue a final decision pnor to September 30. 1997 Accordingly, we will extend the 
comment due dale for petitioners to September 8, 1997, and we will allow applicants until 
September : : , 1997, to file a reply to peutioners comments. 

Service of This Jccision Petitioners are two of the four mmonrv SSW shareholders 
To assure that the other two minonty SSW shareholders are kept mfonned ofthe status of this 
proceeding, we will direct applicants to serve a copy of this dec sion upon these other tvo 
shareholders no later than Augti.it 22. 1997. and to certify to us that such service has been made. 

LlectfoniC Submission.') As indicated m the decision served Julv 29. 1997. slip op. at 
7-8, in addition to submitting an onginal and 10 copies of all documents filed with the Board, all 
parties are requested to submit ail pleadings and attachments as computer data contained on 
3 5-inch IBM-compatible floppy diskettes fonnaned for WordPerfect 7,0 (or fonnatted so that 
thes can be convened by WordPerfect 7.0)' 

LndeflYins D m Attached to the tJP'SP-306 petition as Exhibit A is a verified statement 
of Stephan C Month of Credit Suisse First Boston Mr. Month indicates that he perf onned three 
analyses (a comparable company analysis, a eomparable acquisition analvsis, and a discoimted 
cash flow analysis), and that the composite of these analyses resulted in an SSW equity value 
range of approximately $4,155 to S6.809 per common share Mr Month's statement, while 
descnbing each ofthe three analytical methods he used and the values he den ved therefrom does 

' Petitioners by an additional pleading filed August 19, 1997. have advised that the 
discovery request anached to their pnor pleading was not the only discovery request they will be 
making; and they have anached to then new pleading a copv of their first set of intcnogatones 
(also dated August 19, 1997) Petitioners August 19 filing is an impcmussible reply to a reply 
bi t, in the interests of development of a complete record, we will accept it We note however 
that much of the discovery requested by petitioners in their first set of intenogatones is of 
doubtful relevance 

' I f however, any attachment is m the forni of a spreadsheet, we would ask that the 
electronic spreadsheet be in. or convertible by. Lotus 1 -2-3 97 EdiUon Anv party wishing to 
suhmit spreadsheets in a fonnat other than Lotus i -2-3 97 Edition should consult'with Julia Fan 
(202) 565-1613 Some C iough not all) spreadsheets prepared in other fonnats. ihough perhaps 
not convertible by '.o- 1-2-3 97 Edition, may nevertheiess be useable by our staff 
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not I Tclude any supporting data showing how these values were acniallv calculated This 
info mation may prove to be important m the event that applicants' $6,800 valuauon is subject to 
challenge Accordmgly, we are direttmg that applicants submit, by August 27, 1997, any 
workpaper! or other documenuition that show the underlying data and calculations that lie behfr-' 
the values generated by Mr Month's three analyucal methods ' 

This acuon will not significantly affect either the quality ofthe human environment or the 
conservauon of energy resouices 

it i5 ordered 

I. Petitioners pleading filed August 19,1997, is accepted for filing and made pan of the 
record in this proceeding , uic 

2 The procedural schedule established m the decision served July 29 ! 997 remains in 
etleci. except as indicated in ordenng paragraph 3 

3 Comments by pcUtioners Benjamin Zaa and Donald Zatz are due bv Se-.tembcr 8 
1 yv/. AppJicants reply to sucn comments is due by September 15, 1997 

4. Applicant must serve copies of this decision upon the other two minorin- SSW 
shareholder, by August 22. 1997 and must certify to us that such service has been made 

5 The parties shall submit all pleadings both in the required paper forni aro also â  
computer data conuuned o.i 3.5-inch IBM-compatible floppy diskettes 

,h„ ch ^ ^ " i f ^̂  i '^ ' • ^PP''̂ ^" s"*̂ " «"y workpaper! or othe. aocumenuuon 
S u^' underlying data and calculauons that l.e behind the values generated bv 
Mr Month s three analytical methods 

7 This decision is rffective on the date of service 

By the Board. Chainnan Morgan and Vice Chainnan Owen 

VemoiiA Williams 
Secretary 

,h. nrn.' ^'"^fmay. if appropnatc, submit some or all of th.s matenal under seal subiect to 
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EB 

DEPAJITMENT OF TRANSPORTATION 

Surface Transoortation Board 

rSTB Finance Docket No, 32760 (Sub-No. 23)] 

Union Pacific Coiporation, Union Pacific Railroad Conipany, and Missouri Pacific 

Railroad Company—Control and Merger—Southem Pacific Rail Coi-poration, Southem 

Pacific Transportation Company, St. Louis Southwestem Railway Company, 

SPCSL Corp , and The Denver and Rio Grande Westem Railroad Company 

AGENCY Surface Transportation Board. 

ACTION Notice that the Board has been requested to issue a finding that the terms and 

conditions of the proposed merger cf St Louis Southwestem Railway Company into 

SSW Merger Corp are just and reasonable 

SUMMARY; St. Louis Southwestem Railway Company, approximately 99.96% ofthe 

common stock of which is owned by Southem Pacific Transportation Company, is io be 

merged into SSW Merger Corp , 100% of the common stock of which is owned by 

Southem Pacific Transportation Company The merger envisions, among other things, a 

"cashing out," at a price of $6,800 per share, of the four shareholders who own the 

approximately 0 O-V'/o ofthe common stock of St Louis Southwestem Railway Company 

that is publicly held (61 out of 173,300 shares) The Bo.-̂ rd has been requested iO issue a 

finding that the terms and conditions of the merger are just and reasonable 
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DATES Cominents must be filed by August 28, 1997. Replies must be filed by 

September 12, 1997 

ADDP,£SSES All pleadings should refer to STB Finance Docket No 32760 (Sub-

No 23) Comments (an original and 10 copies) and replies (an original and 10 copies) 

should be sent to the Surface T'-ansportation Board, Office of the Secretary, Case Control 

Unit, ATTN STB Finance Docket No 32760 (Sub-No. 23), 1925 K Street, N.W., 

Washington, DC 20423-0001 Comments should also be served (one copy each) on 

Arvid E Roach II , Covington & Burling, 1201 Pennsylvania Avenue, i\.W., 

P O Box 7566, Washington, D C 20044-7566 Replies should also be served (one copy 

each) on the four shareholders who own the 61 publicly held shares of the common stock 

of St Louis Southwestem Railway Company and on any other persons filing comments. 

FOR FURTHER INFORMATION CONTACT Julia M Farr, (202) 565-1613 

[TDD for the hearing impaired (202) 565-1695 ] 

SUPPLEMENTARY INFORMATION: In Decision No. 44 in Finance Docket 

No 32760, Union Pacific Corporation, Union Pacific Railroad Company. and Missouri 

Pacific Railroad Company—Control and Merger-Southern Pacific Rail Cotporation, 

Southern Pacific Transportation Company. St. Louis Southwestern Railway Company, 

SPCSL Corp.. and I'he Denver and Rio Grande Western Railroad Company (UP/SP), we 

approved the common contro! and merger of the rail carriers controlled by Union Pacific 

Corporation (Union Pacific Railroad Company and Missouri Pacific Railroad Company) 

2 -
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and the rail carriers controlled by Southem Pacific Rail Corporation (Southem Pacific 

Transportation Company, St Louis Southwestem Railway Compa'ly, SPCSL Corp., and 

The Denver and Rio Grande Westem Railroad Company)' 

The common control authorized in UP/SP, Decision No 44. was consummated on 

September 11, 1996, with the merger of SPR with and into UP Holding Company, Inc., a 

di'-ect wholly owned subsidiary of UPC. 

In the application filed on November 30, 1995, applicants had noted, amo ig other 

things, that, in effectuating UP/SP common control, they htended to inerge SPT, SSW, 

SPCSL, and DRGW into UPRR. although they added that these companies night retain 

their separate existence for some time See UP/SP, Decision No. 44, slip op at 8. With 

respect to SSW, applicants specifically noted that, although SSW had a small number of 

minonty equity holders and although the Federal Railroad Administration (FRA) held 

certain SSW redeemable preference shares, the application did not include a request for a 

' in UP SP, Decision No 44; Union Pacific Corporation was referred to as UPC; 
Union Pacific Railroad Company was referred to as UPRR, Missouri Pacific Railroad 
Company was referred to as MPRR, UPRR and MPRR were referred to collectively as 
UP, Southem Pacific Rail Corporation was referred to as SPR, Southem Pacific 
Transportation Company was referred to as SPT, St. Louis Southwestem Railway 
Company was referred to as SSW, SPCSL Corp was referred to as SPCSL, The Denver 
and Rjo Grande Westem Railroad Company was refened to as DRGW, SPT, SSW, 
SPCSL, and DRGW were referred to collectively as SP, UPC, UP, SPR, and SP were 
referred to collectively as "applicants", and the applicaticn that had been filed by 
applicants on November 30, 1995, was variously referred to as "the application" and "the 
primary application " 

- 3 -
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Schwabacher determination^ with respect to the compensation that might be paid to SSW 

security holders in connection ŵ ch a merger of SSW into UPRR Applicants added, 

however, that, if they later determ ned to rarry out such a merger, they would request 

either a Schwabacher determination respecting the terms j f the merger or a declaratory 

order that no such determinaiion was required See UP/SP, Decision No. 44, slip op. at 

8 n 6 (second paragraph) 

By petition (designated UP/SP-306) filed July 17, 1997, the remaining applicants 

(UPC, UPRR, SPR, SPT, and SSW, htreinafter referred to simply as "applicants") 

indicate that MPRR was merged into UPRR on January 1, 1997; that SPCSL and 

DRGW were merged into UPRR on June 30, 1997, that the corporate restructuring of the 

UP/SP system will be completed in February 1998 with the merger of SPT into UPRR; 

and that, prior to and in anticipation ofthe merger of SPT into UPRR, SSW will be 

merged into SSW M*- T Corp Applicants seek, in the UP/SP-306 petition, a 

detennination t terms of the proposed merger of SSW into SSW Merger Corp. (in 

particular, the $6,800-per-share price to be paid to the four sh. reholders who own the 

61 shares of SSW's common stock that are publicly held) are just and reasonable.*' 

^ The reference is to Schwabacher v. United Stales, .̂ 3̂4 U.S. 192 (1948). 

' Applicants indicate that, prior to .'\nd independent of the merger, the shares of 
SSW preferred stock that are publicly held wil' be redeemed a: par value pursuant to their 
terms .S'ef UP/SP-306 at 1 n 2 Applicants furtiier indicate that they have reached an 
agreement with FRA rogarding the treatment of the FRA preference shares, which will 

(continued...) 
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Applicants seek this determination (1) because they believe the Board is required by 

Schwabacher to make such a determination to protect minority shareholders, and (2) in 

order to immunize the merger of SSW into SSW Merger Corp fi-om the otherwise 

applicable state law rights, particularly the otherwise applicable state law appraisal rights, 

of the four remaining public shareholders 49 U S C 11321(a) 

Applicants urge expedited handling of their petition (in particular; that we publish 

notice of their petition in thf Federal Register, that we allow interested persons 30 days to 

file comments; that we further allow applicants an additional 15 days to file a reply, and 

that we proceed promptly to a decision thereafter) Expedited handling is sought so that 

there will be, among other things, no unnecessary waste of resources associated with the 

need to maintain a formal distinction between SSW and the other rail carriers that have 

already been merged into UPRR Applicants indicate that UP/SP will incur significant 

costs if it is unable to merge SSW in'-« SSW Merger Corp before Septemoc- 30, 1997; 

unless that merger is completed before the end ofthe fiscal third quarter, applicants note, 

UP/SP will be required to go to the considerable time, expense, and difficulty of preparing 

financial statements that reflect the operations of SSW as a separate entity. 

(̂ continued) 
remain in existence as obligations of the merged company See UP/SP-306 at 3 n.4. 
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Applicants inc'icate that they ;ire serving a copy of their UP/SP-306 petition "on all 

active parties in this proceeding," L P/SP 306 at 14 dines 2-3),* and that they will serve a 

copy "on any known SSW shareholders," UP/S.^-i. 4 (lines 3-4)' 

Our statutory mandate, 49 USC 11324(c), requires, among other things, that we 

detennine, in appropriate cases, that thf terms and conditions of certain transactions 

affecting stockholders are just and reasonable See, e.g.. Union Pacifi Corp. et a i — 

Cont-MO-KS-TX Co. ^/a/,4 ICC2d 409, .'̂ ' 5 (1988) ("In appraising this transaction 

affecting the rights of stockholders, it is incumbent upon us to see that the interests of 

minority stockholders ure protected and that *he overall proposal is just and reasonable to 

those stockholders Schwabacher v. United States, 344 U S at 198, 201 "). Because the 

UP/SP-306 petition implicates our statutory Tiandate and involves a matter that requires 

expedited reg ilaiory action, we wiil proceed upon the schedule urged by applicants. 

* This apparently has reference to the parties of record in the UP/SP oversight 
proceeding See the UP/SP-306 certificate of service (on the unn.jir.hered page following 
p 16) Sf^ also Umon Pat i f c Corporation, Union Pacific Rjilroad Company, and 
Missouri Pacific Railroad Company—Control and Merger—Southern Pacific Rad 
Corporation Southern Pacific Transportation Company h, Louis Southwestern Railway 
Company, S.-'CSL Corp,, and The Dentx r and Rio Grande Western Railroad Company, 
STB Finance Docket No 32760 (Sub-No 21) (Decision No. 2, served June 19, 1997; 
Decision No 3, served June 30, 1997, Decision No 4, served July 16, 1997) (these 
decisions list the parties of record in the oversight proceeding) 

' We assume that this refers to the four persons listed on the UP/SP-306 
certificate of service (on the unnumbered p.'>j:e following p 16) 
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Accordingly, we solicit comments from all interested persons respecting whether 

the terms and conditions of the proposed nerger of SSW into SSW Merger Corp. are just 

and reasonable Such comments must be submitted by August 28, 1997. Applicants may 

file replies to such comments by September 12, 1997. 

Any interested person who has not received a copy of the UP/SP-306 petition may 

request a copv, in writing or by telephone, from Arvid E Roach II, Covington & Burling, 

1201 Pennsylvania Avenue, N W , P O Box 7566, Washington, D C. 20044-7566 

(telephone 202-662-5388) 

1 Jot later than t ie fifth day after the date of p-jblication of this decision, applicants 

should serve a copy o. this decision upon the four public SSW shareholders and should 

certify to us that service of this decision upon those four persons has been made; and that 

service of the UP/SP-306 petition upon such persons, to the extent such service was not 

made prior to the date of publication of this decision, has been made no later than the 

fifth day after the date of publication of this decision. 

In addition to submitting an original and 10 copies of all documents filed with the 

Board, applicants and any commenters are requested to submit all pleadings and 
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attachments as computer data contained on a 3.5-inch floppy diskette formatted for 

WordPerfect 7 0 (or formatted so that it can be converted by WordPerfect 7 0). 

Decide- July 22, 1997 

By tht Board, Chairman Morgan and Vice Chairman Owen 

Secretary 

-8 
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